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New York Escrows 


If you have any documents pertaining to New York real 
estate to be placed in escrow pending completion of any 
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The First National 
Bank of Chicago 


Qualified in Strength, Size, 
Experience and Prestige to 
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TRUST COMPANY 


Organized 1866 


135 South Broad Street 
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The new 30-story Girard Trust Company Building is 


attracting the attention of progressive business and pro- 
fessional men who realize the importance of location 
and environment to the future growth of their business. 


An examination of the operating economies that result 
from increased office efficiency and more advantageously 
planned space which this building offers may reveal 
factors of utmost importance to your business. 


RENTAL OFFICE, Room 1704 TELEPHONE, Rittenhouse 2342 


GIRARD IRUST 


COMPANY 


BUILDING 


1400 So. Penn Square - - Philadelphia 
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INTEGRITY 


RECORD OF CORPORATE FIDUCIARY SERVICE 
JUSTIFIES INCREASING CONFIDENCE 


S the tide of financial adversity 
recedes after four years at the 

flood, it is heartening to discover 
that some of the old land-marks remain 
steadfast and that we have not builded 
wholly in vain. Though all man-made 
institutions are subject to some human 
frailties, those which rested upon a 
foundation of incompetence or greed 
are disintegrating, but others, con- 
ceived and maintained in the spirit of 
intelligent caution and public service, 
stand out the higher by comparison. 

Economic difficulties and increasing 
complexities of investment analysis, 
taxation, real estate management and 
the interpretation of laws and regula- 
tions affecting estates, have rendered 
the experienced corporate fiduciary 
more essential. The trust institution 
cannot be regarded as the financial cra- 
dle of the rich; it was created to fulfill 
a great human need—to assure the 
carrying out of life-long objectives and 
will endure so long as man is entitled 
to the just rewards of his efforts and 
concerned with the happiness of his 
loved ones. A trust is probably the 
highest expression of the principles of 
private property. 

In constantly guarding against the 
demoralizing influence of unjustified 
sanction of breaches of contracts, and 
in aggressively combating such confis- 
catory measures as inflation, fiduciary 
institutions have courageously fought 
for the recognition that past labor, in 


the form of capital, is as worthy of its 
hire as is present labor. The laborer of 
the past is no longer here to defend his , 
rights; that is the duty of the trustee. 

How well that duty has been dis- 
charged may be judged from the recent 
statement of the Comptroller of the 
Currency that trust men are “justifi- 
ably proud and jealous of the reputa- 
tion gained by corporate fiduciaries as 
a result of years of faithful, conscien- 
tious and economical administration of 
trust relationships.” 

This record has been made by insti- 
tutions directed by men of high prin- 
ciples and steadfast devotion to fiduci- 
ary obligations. They have not laid 
claim to infallibility, but have under- 
taken their duties with a deep sense of 
responsibility for the well-being of their 
beneficiaries and a realization of the 
qualifications which should attach to 
every banking institution offering trust 
services to the public. Laxity in the 
granting of trust powers and in the 
laws of some states which do not fully 
recognize the sacredness of the fiduci- 
ary relationship, have, in some in- 
stances, permitted the assumption of 
such duties by those unqualified to meet 
them. But the integrity of trust insti- 
tutions is secure in the guidance of men 
of ability and human sympathy, who 
have given a faithful service from which 
the corporate trustee will rise to 
greater heights and greater rewards to- 
morrow. 
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BANKERS CONFER ON RECOVERY PROGRAM 
Left to right: R. 8. Hecht, chairman, Hibernia National Bank of New Orleans; Frank M. Law, president, First National 


Bank, Houston, Texas; and Robert V. Fleming, president, Riggs National Bank of Washington, D. C 
Mr. Hecht is 


is president of the American Bankers 


Association; 


Mr. Law 


first vice-president, and Mr. Fleming 


second vice-president 


CONGRESS SESSION MAY BE CRUCIAL 


ATTITUDE OF MEMBERS MORE SIGNIFICANT THAN 
ACTUAL LEGISLATIVE PROGRAM 


HE attitude of Congress, dur- 

ling the forthcoming session, 

may prove more important than 
——— the measures brought up for 
consideration. Although it is conceded, 
even by opponents of the Administra- 
tion, that Roosevelt will retain active 
direction of the legislative program, un- 
prejudiced observers are confident that 
the degree and nature of opposition 
will influence the President in the ex- 
ercise of powers already granted. 
Roosevelt’s seeming indifference to 
criticism does not belie the statement 
that he is acutely sensitive to public 
opinion ; and in appraising public opin- 
ion, he will take into account the re- 
flex provided by House and Senate. 

In a broad sense, Democratic leaders 
are doubtless correct in saying that 
“the country is with the President and 
the country runs Congress.” Their 
view, however, may be a trifle too com- 
placent, if we may judge from Senator 


Harrison’s recent remarks: “We gave 
President Roosevelt pretty broad pow- 
ers to deal with the situation, and the 
figures show improvement. I don’t 
look for any revolting. The boys know 
the President is doing the best he ‘an 
and is making a good. President.’ 

There is little essential difference be- 
tween that opinion and the one ex- 
pressed by F. M. Law, president of the 
American Bankers Association: “The 
evidence is clear that there has been 
a definite improvement in conditions 
* * *. The faces of the people are set 
toward recovery and we are undoubt- 
edly on the way. * * * Thus far the 
President has employed the mildest 
and safest of the types of inflationary 
powers granted him by Congress. It 
remains to be seen what Congress will 
do next month. It appears that the 
Administration is following a middle 
course as between the ultra-conserva- 
tive group and the ultra-inflationists. 
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It may and I hope will develop that 
this middle course is not so far in dis- 
agreement with the moderates of both 
sides.” 


o, 
~ 


There would be little to fear were 
it not for the tendency of so many 
partisans to permit zeal to over-ride 
good judgment, thereby jeopardizing 
their own cause by stirring up passion 
and class prejudices. 

A relatively mild case in point was 
“an appeal for sound currency,” issued 
by an investment house: 

“Who prescribed prohibition? Con- 
gress and social reformers, not the 
people. Who prescribed dictatorial, rev- 
olutionary experiments with the Amer- 
ican principles of government and so- 
ciety? Congress and academic advis- 
ers, not the people. No plebiscite 
called for the sacrifice of creditors in 
favor of debtors, the imposition of so- 
cialistic dogma upon democratic insti- 
tutions, the repudiation of contracts, 
or the deliberate wrecking of our cur- 
rency. The withering confidence of the 
the Administra- 
tion’s policies merits consideration.” 

Financial institutions, and especially 
those identified in the public mind with 
Wall Street, would do well to avoid 
heated presentation of their views. 
William Randolph Hearst is not the 
only one ready to ery: “The bankers 
want you to pay them in hard money, 
in blood money!” It is well to re- 
member also that thousands of Ameri- 
cans share the opinion expressed by 
Viscount Lee of Fareham: “I should 
far sooner take my chance of looping 
the loop with the ‘brain trust’ than of 
trudging in the footsteps of the or- 
thodox bankers of yesterday.” 

Fortunately, the statements issued 
by corporate fiduciaries have been tem- 
perate, and several have placed chief 
emphasis on facts calculated to bring 
favorable consideration in Washington. 

The average member of Congress is 
not impressed. by anything that does 
not impress his constituents, and the 
public has little patience with fine- 
spun economic discussion. 


American people in 
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A splendid illustration of effective 
propaganda against currency inflation 
was given by Matthew Woll, speaking 
as a representative of the American 
Federation of Labor. His appeal was 
to the emotions, rather than to reason, 
although reason guided his appeal. 

“Depreciation of currencies,” Mr. 
Woll said, “has been advocated and 
used in many countries as a painless 
method of reducing wages. * * * If 
confidence is the desideratum in influ- 
encing business upward, destroying 
confidence in the country’s money is 
a strange way of obtaining this con- 
fidence. * * * Currency inflation may 
‘aise farm prices, but simultaneously 
it will also curtail urban consumption 
and equally, if not more rapidly, raise 
the prices of those articles which the 
farmer purchases. . 

“But far more disastrous are the ef- 
fects of inflation in the arbitrary re- 
distribution of wealth and purchasing 
power. If this process affected the 
wealthy entirely, then there might be 
some socialistic basis of approval. * * * 
But why should the white-collar work- 
ers, the man working for a daily wage, 
whether in public or private service, 
the widow living on a pittance, the 
old couple with a few thousand dollars 
in the savings bank, the industrious 
citizen who has scrimped to retire on 
a modest annuity or to make possible 
a pension return, the millions of hold- 
ers of insurance policies, the moder- 
ately well-to-do who put their faith in 
the honesty of the Government and 
bought its bonds, seeking safety of 
funds before anything else, why should 
they be made to suffer principally and 
most grievously by a policy of currency 
inflation designed to relieve a small 
part of our possessing class? Certainly 
the savings of millions, the food and 
shelter and small comforts of over 100,- 
000,000 people should not be dealt with 
in a spirit of experimentation and 
without regard to past experiences of 
mankind.” 

Mr. Woll pointed out that while 
American labor is opposed to currency 
inflation, “it must be understood that 
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we are equally opposed to a return of 
the old system of control of our de- 
posit currency for purposes either of 
inflation or deflation through the me- 
dium of our banks and bankers, Na- 
tional or international.” 


7 


And labor is not alone among sound 
money advocates in opposing a return 
to conditions which obtained prior to 
what M. Jenny described as the “mad 
experiment.” Changes are inevitable; 
and those who fail to recognize that 
fact will be least effective in the fight 
against sacrifice of fundamental prin- 
ciples. 

That there is honest difference of 
opinion among conservative men as to 
what is fundamental may be illustrated 
by an excerpt from the _ resolution 
adopted by the Cleveland Chamber of 
Commerce. The resolution stated in 
part: “The Chamber does, however, 
affirm its conviction that a sound 
money system is one in which the quan- 


tity of money and the quantity of credit 
based upon it are kept closely adjusted 


to the needs of agriculture, industry 
and trade in such a manner as to avoid 
extreme fluctuations in the purchasing 
power of the money. It is the con- 
sidered opinion of this Chamber that 
legislation should be prepared and 
policies adopted which will automatic- 
ally and in mandatory fashion check 
the decline in the purchasing power of 
the dollar at a specified level.” 

Could the average “man in_ the 
street” detect any difference between 
that statement and some of the argu- 
ments advanced for the “commodity 
dollar?” Any prospect of avoiding vio- 
lent price fluctuations would be attrac- 
tive. An important fact to be brought 
home to all American citizens is that 
violent price fluctuations cannot be 
avoided, although the adoption of a va- 
riable “yardstick” might tend to con- 
ceal them. 

Apropos of this point, Percy H. 
Johnston, president of the Chemical 
Bank and Trust Company of New York, 
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made a remark worthy of repetition in 
every part of the United States, and 
particularly in Washington, D. C.: 

“There is no more sound reason to 
change the value of our dollar than 
there is to change our yardstick, our 
bushel measure or our standard of 
weights.” 

P 


~ 


Congress will hear numerous pro- 
posals intended by their sponsors to 
assure Utopian monetary conditions. 
Administration strategy will be de- 
signed to prevent, in so far as possible, 
any Congressional action which would 
curtail Executive authority in deter- 
mining policies and in carrying them 
out; and the Administration obviously 
recognizes that agitation for ‘“recogni- 
tion” of silver might defeat this design. 

As we go to press, newspapers an- 
nounce the Executive order ratifying 
the silver agreement negotiated at the 
London Economic Conference and pro- 
viding for the purchase of newly-mined 
domestic silver. While this may tend to 
lessen the prospects of a real fight on 
the silver question, the fact still re- 
mains that unless open discussion of 
this question can be kept well in hand, 
the smooth handling of the entire legis- 
lative program may be seriously endan- 
gered. At the moment, however, silver 
advocates show no sign of presenting a 
united front. Remonetization of silver, 
based on a backing of 75 cents silver 
and 25 cents gold for every dollar cer- 
tificate issued, is being considered by 
one group; from other quarters, comes 
the whisper that “as a concession,” a 
plan would be presented based on 75 
cents gold and 25 cents silver. Instead 
of the old cry of “sixteen to one,” we 
hear “twenty to one’; and from the Pa- 
cific coast comes a weird suggestion 
that we have a supplemental monetary 
unit to be called the “com.” There 
seems to be a possibility, according to 
cloak-room gossip, that some plan may 
be evolved under which silver would 
be included as part of our monetary 
base, but not on a fixed ratio by 
weight. In effect, this would mean a 
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pledge of redemption in a specified quan- 
tity of gold plus an amount of silver 
determined at the time of redemption 
by the current commodity value of the 
cheaper metal. 


2 
~~ 


Fear that the Administration might 
resort to some form of fiat money was 
allayed, at least temporarily, by the 
Treasury financing of the current 
month. The National Economy League, 
on December 17th, expressed a growing 
belief that “it is not so much in a vol- 
untary adoption of unsound money that 
the country’s danger lies. It lies rather 
in a gradual creeping up of the 
national debt to a point where the use 
of unsound money is no longer prevent- 
able—a ‘degradation’ forced by circum- 
stances rather than by deliberate act.” 

This phase of the question will be 
affected directly by the action of Con- 
The Director of the Budget was 
quoted recently as saying that a bud- 
get of approximately %2,600,000,000 
would be recommended, leaving ap- 


OLTress 
gress. 


proximately $1,000,000,000 with which 


obligations on account of emergency 
operations incurred this year, but 
which must be met and paid for in 
the fiscal year 1935, can be liquidated.” 
He made this additional significant 
statement: “If, therefore, the Recon- 
struction Finance Corporation com- 
pletes its task this year, and if no ad- 
ditional emergency obligations are un- 
dertaken, our objective can be attained. 
But if additional obligations are con- 
tracted, then additional taxes must be 
imposed.” 

Unfortunately, as the National Econ- 
omy League pointed eut, “it must be 
expected that the expend!tures for ‘em- 
ergency purposes’ will henceforth rap- 
idly increase.” In the meantime, the 
national debt is mounting at an alarm- 
ing rate. From a low point of approxi- 
mately sixteen billions for the post- 
war period, the gross jumped more 
than forty per cent., according to the 
League’s analysis, in the brief period 
from December 31, 1930 to June 30, 
1933, and in the five months to Novem- 
ber 30, 1933 almost another billion was 
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added, bringing the total to $23,534,- 
116,000. An increase of approximately 
four billions is estimated for the year 
ending June 30, 1934. 

“The platforms of the two major 
parties,” the League reminds us, “have 
unequivocally declared for the main- 
tenance of the national credit, and 
President Roosevelt has affirmed its 
fundamental importance. But it is 
essential that policies shall be pursued 
which are consistent with these dec- 
larations; and the fact must be faced 
that the expansion of the national debt 
will, if continued, lead inevitably to 
the very result which the representa- 
tives of the people have a mandate to 
prevent.” 


2, , 2, 
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CHANGING CONCEPTS IN TRUST 
FUND INVESTMENTS 


fr menace of artificial inflation 
'T| has imposed on trustees one of 
the most critical problems in the 
history of estate conservation. It also 
adds to the growing complexity which 
faces the average man of means in mak- 
ing judicious investment and forcibly 
demonstrates the need of trust service. 
The distress occasioned by four years 
of depreciating values has built up a 
widespread sentiment for higher prices 
and a belief that prosperity can be re- 
stored by waving the inflation wand. 
This situation has caused many to con- 
sider the revision of the definition of 
‘Conservation’ as applied to trust prop- 
erty, since pursuit of inflationary meas- 
ures would effect a degree of confisca- 
tion of the principal and income from 
fixed-income securities. It is recog- 
nized that one avenue of partial escape 
lies in further diversification except 
where legal investment restrictions ap- 
ply to the trust instrument. 
In the case where discretion is lodged 
in the trustee, there appears to be a 
growing tendency to invest a propor- 
tion of trust funds in common stocks 
of sound industrial corporations and 
in preferred stocks with arrears of cu- 
mulative dividends. One of the argu- 
ments advanced by advocates of this 
practice is that “since artificial infla- 
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tion seems highly probable’ unless 
greater industrial activity brings high- 
er prices, and investment in equities at 
this time should be profitable in either 
event. Incidentally, the latest survey 
of trade conditions by Dun & Brad- 
street, there is evidence of general im- 
provement in business with expansion 
of retail sales and rises in employ- 
ment and industrial activity. 

Interesting observations have been 
made as to the possibilities for taking 
advantage of increased prices through 
purchase of bonds with conversion fea- 
tures. Certain short-term bonds, or do- 
mestic bonds definitely payable in some 
foreign currencies have also been stud- 
ied as offering sanctuary, as have a few 
foreign bonds. <A further procedure, 
receiving much consideration, is that 
of effecting transfer of funds from one 
depreciated bond into a more attrac- 
tive issue at approximately the same 
price. 

The cardinal principle of safety of 
corpus and stability of income is being 
tempered with the need to protect life 
tenants through preservation of pur- 
chasing power, especially where re- 
maindermen have the element of time 
on their side. The necessity for dis- 
cretion in the choice of type of security, 
records and prospects of individual 
companies and industries, and deter- 
mination of proportions has clearly 
demonstrated again the desirability of 
some latitude in investment provisions 
of wills and trusts. 


o, 2, \? 
~~ ~~ “~~ 


DISCRIMINATION IN TAXATION 
OF INVESTMENT INCOME 


HE recent proposals made by Act- 
ing Secretary of the Treasury 
Morgenthau before the House 

Ways and Means Committee included 
an interesting distinction for purposes 
of taxation, between income from earn- 
ing power and that from investments. 
The recommendation was made that 
the principle of a lower tax on earned 
income below $25,000 be reinstated and 
that rates on income from investments 
be adjusted, on the basis that “the 
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salaried man, unlike the recipient of 
income from investment, is under the 
necessity of providing for the gradual 
loss of his earning power by building 
a fund sufficient to care for his old 
age, for sickness, and the care of his 
family during his old age and after his 
death.” 

If this principle be sound, it would 
seem consistent to make a distinction 
as between income from investments 
constituting the sole support of wid- 
ows and children and income supple- 
mentary to the earnings of salaried 
members of the family. 

The threat of taxing all income from 
investments at a still higher rate would 
work real hardships upon many bene- 
ficiaries of trust funds who are not 
able to derive income from employ- 
ment. What advantage would there 
be in easing the burden on earned in- 
come to provide for the family after 
death, as Mr. Morgenthau suggests, if 
immediately thereafter the income from 
such funds are to be penalized by ex- 
cessive taxation? Distinction might 
well be made rather on the grounds of 
whether or not this so-called unearned 
income constitutes the sole or prin- 
cipal support of dependents. 


- . °, 
“° “ “° 


SHARP JUDICIAL DISAGREEMENT 
ON INVESTMENT CASES 


N the September issue Trust Com- 
PANIES Magazine commented at 

length upon the decision of the 
Surrogate of Westchester County, New 
York, in the Flint Estate accounting. 
The corporate trustee had _ invested 
practically all of the funds of the es- 
tate in participating mortgage certifi- 
cates. Although the statutes of New 
York specifically authorize such invest- 
ments and although the will expressly 
gave the trustees power to invest as 
they might deem wise without being 
limited to legals, the Surrogate sur- 
charged the account with the full face 
value of the certificates and decreed 
that distribution should be made in 
money. In brushing aside statutes and 
established principles of law; in stat- 
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ing that the world depression was not 
the proximate cause of the loss and in 
stressing the question of marketabil- 
ity of such securities, the Surrogate 
dealt a severe blow to the foundation 
of our trust investment structure. The 
ultimate consequences of such a ruling 
might well be disastrous to estates as 
well as to financial institutions. 

The Flint case has been appealed and 
is now awaiting decision by the higher 
courts. In the Estate of Fraser and 
the Estate of Mulford, both decided 
on December 11th, in New York 
County, the decision in the Flint case 
was made the sole basis for an attack 
upon the accounts of the trustees who 
had invested in mortgage certificates. 
The two New York County surrogates 
refused to follow the decision of the 
Westchester Surrogate and sustained 
the legality of the investments. 

In the Estate of Fraser, the objec- 
tions to the account were that the en- 
tire fund had been invested in par- 
ticipating mortgage certificates; that 
they were not liquid and there was no 
market for them; that they were not 
permitted by the will and were not le- 
gal. In an exhaustive opinion dealing 
with the history of such investments 
and the decisions of the courts govern- 
ing trustees, Judge Delahanty refused 
to surcharge the trustee. Referring to 
the decision of Judge Slater in the 
Flint case, he said: “His whole opinion 
indicates that the ultimate result 
reached by him was predicated upon 
‘special and distinct facts’ on which 
he determined the liability of the ac- 
counting executor trustee. If that re- 
sult was predicated upon fact situ- 
ations singular to the case before him 
the discussion of legal principles may 
not have affected the decision reached 
and hence may be considered obiter.” 
He further pointed out that market- 
ability has nothing to do with such in- 
vestments; that a mortgage is a stable 
investment and that a cash market can- 
not be created. 

In the Mulford case, Judge Foley 
frankly stated that he was not in ac- 
cord with the surrogate who wrote the 


decision in the Flint case. He added 
that if the Surrogate “determined that 
a corporate trustee could not as a mat- 
ter of law invest the trust funds in 
mortgage participations under section 
188, subdivision 7, of the Banking Law, 
the section itself furnishes an answer 
and supplies the authority for the le- 
gality of the investment. Where the 
trustee in good faith made such an 
investment under the authority of the 
statutes it could not be held liable for 
a surcharge. We are dealing with the 
law as it was written.” 


i? 
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TRUST FUNDS AND FEDERAL 
DEPOSIT INSURANCE 


STATEMENT received from L. 
E. Birdzell, General Counsel of 
— the Federal Deposit Insurance 
Corporation, clearly defines the status 
of cash deposits belonging to trust es- 
tates. In answer to the question as to 
whether the insurance plan will make 
any distinction between trust cash and 
commercial deposits, the following ex- 
cerpt from Mr. Birdzell’s letter is of 
interest: “You are advised that trust 
funds awaiting investment or distribu- 
tion are deposits within the meaning of 
the Banking Act of 1933, and these 
funds must be included in the bank’s 
deposits for determining the assess- 
ment due this Corporation, to the ex- 
tent of $2,500, for each beneficial own- 
er, provided such ownership is reflected 
on the records of the bank.” 

The commercial department of the 
bank is chargeable with knowledge of 
the beneficiaries of the trusts, and the 
cash balances of each account, and 
should act upon it in filling out form 
45 of the corporation. 

It is essential, however, that the dis- 
tinction between fiduciary funds and 
ordinary liabilities be recognized and 
that such protection as deposit insur- 
ance is intended to give is no substitute 
for the protection which is in many 
states afforded by laws or rulings giv- 
ing preferred status to trust balances. 
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HE avalanche of new economic 
theories and the extension of gov- 
ernmental activities in fields of 
enterprise heretofore private, have oc- 
‘asioned concern as to the future of 
property rights. What is the crime 
which capital has committed that 
makes it a subject for legislative pun- 
ishment? Has is not enabled us to 
attain the highest standard of living 
ever known? There can be no doubt 
that an essential part of our capital 
system broke down under the strain of 
high speed and marooned the country 
in a depression all the more painful 
by contrast with our previous prosper- 
ity. But one does not scrap an auto- 
mobile because a gear broke or a feed 
line became clogged. 


Taxation has become an increasingly 
important menace to both capital and 
individual initiative. As money is 
transferred by this means from private 
to public control, it tends to socialize 
enterprise. The huge appropriations 
for public works, while probably neces- 
sery as a temporary depression meas- 
ure, and for bureaucratic regulation 
of business, has led many to contem- 
plate the possibilities of a new social 
order. This condition is peculiar to 
depressions and no doubt as soon as 
industry finds work for the unemployed 
the pressure on the government to do 
so will diminish. 

There exists, nevertheless, an insidi- 
ous and dangerous threat to private 
property rights. Inflation, through any 
substantial increase in the volume of 
money or credit without a correspond- 
ing increase in the volume of goods, is 
by far the most effective means toward 
confiscation of property. It is no re- 
specter of the honor of contracts or 
the rewards of past labor. Nor does 
it discriminate between those cases in 
which adjustments have already been 
made and losses taken by reduction of 
debts and those where no such adjust- 
ment has been made. Whether the debt 
was incurred in the heyday of prosper- 
ity or the straits of depression it makes 
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no distinction. This is “capital pun- 
ishment” as its worst. 


2 o, 2 
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THE SECURITIES ACT 


ANY unpremeditated efforts of the 
Securities Act of 1933 have be- 

come painfully visible during the 
five months it has been in operation, ef- 
fects which have worked directly at 
cross-purposes with the financing needs 
of the Recovery program. Not only have 
the capital goods industries been handi- 
capped but also rehabilitation of the 
impaired working capital of many cor- 
porations has been retarded. 

Distrust of monetary stability and 
overcapitalization in previous years 
have no doubt been potent factors, but 
analysis of the types of securities which 
have been brought out recently are not 
reassuring from the standpoint of en- 
couraging conservative investment. 

The philosophy of the Act has been 
undergoing considerable change in re- 
cent weeks, and there seems little doubt 
that Congress will recognize and try to 
correct some of the provisions, early in 
the coming session. The liabilities im- 
posed by the present law on directors 
and officers of issuing corporations and 
on underwriters for the correctness or 
omission of any material fact has been 
one of the most objectionable features. 

Decided benefits can accrue from 
proper legal restrictions and such re- 
strictions are welcomed by conservative 
investment houses. The belief that full 
disclosure in itself will remedy our ills 
is, however, fallacious, as it would en- 
courage a sense of false security on the 
part of the undiscriminating investor. 
Besides, from the time the new security 
is sold, its position is constantly chang- 
ing and it is unreasonable to expect 
that reliance on an out-of-date registra- 
tion statement would form a proper ba- 
sis for later purchases. 

It has been suggested that real harm 
lies in the system of distribution, espe- 
cially the method of paying salesmen 
on a commission basis, but no legal re- 
strictions can prevent many people 
from buying, as they always have done, 
not because of past performance but 
because of future hopes. 











WHAT | EXPECT OF MY TRUSTEE 





“The questions I had to decide in arranging my 
estate may be those which all owners of property 
should consider — and the sooner the better.” 


JOHN B. KENNEDY 
Of the National Broadcasting Company and Collier’s Magazine 





OMEBODY—I strongly suspect his ener- 
getic manager, Christy Walsh—told 
sabe Ruth about the advisability of 

making a trust. This was several years ago, 
after the Babe frankly admitted that he had 
been something of a babe in handling the 
money he earned by his brilliant battering 
on the diamond. The matter was taken up 
with the board of directors of a very con- 
servative bank—and about the best defini- 
tion of a very conservative bank is that the 
board of directors have, collectively, more 
hair on their chins than on their heads. The 
conservative bankers were as thrilled as 
schoolboys at the prospect of meeting the 
famous Babe Ruth at first hand. 

They arranged a luncheon—one of those 
four-ply midday meals that make it neces- 
sary to hang the three extra letters on lunch. 
Ruth was a little overawed by the polished 
mahogany wall panels and the long, solemn- 
looking gentlemen around a long, solemn- 
looking table. 

Ruth heard the discussion as to what 
should be done with his funds; how the 
investments should be diversified among gov- 
ernment bonds, municipals and Class AAA 
industrials. Their calculations of yields and 
amortizations and indentures and discussions 
of income and principal allocations—all this 
puzzled Ruth. Finally he said, a trifle petu- 
lantly, “I’d like you to make a few points 
more Clear; after all, it’s my money.” It 
didn’t take much time to make it clear be- 
cause Mr. Ruth is pretty smart at figures 
himself. He’s kept high enough in figures on 
the batting averages to prove that. 

Yet that statement, “It’s my money,’ is 
the slogan for everybody to remember who 
plans to go about the not-too-intricate but 
none the less delicate business of making a 
trust or drawing a will. 

Ordinary people, without much knowledge 
of banking, have become, recently, a bit sus- 
picious of banks. Of course the phase is 
passing, because the common sense of the 
people is reasserting itself. They realize that 
all the washing of dirty linen during 
recent prosecutions and the investigations in 
Washington was not the result of typical 








American banking practice, but that of the 
special greed or folly of a few individual 
bankers, many of whom had been recruited 
from other lines of business. They brought 
about a sensational revelation which made 
it seem, for a while, that the only difference 
between some bank officials and all bank 
burglars was that the burglars worked at 
night.’ 

Yet, despite gradually rising public con- 
fidence in the banking system, public confi- 
dence has not risen as widely in the trust 
phase of banking, not because this depar‘- 
ment of banking has been abused, but because 
the public is comparatively ignorant regard- 
ing its functions and often fails to distin- 
guish, as in the case of the failure of a bank, 
between the effects on the bank’s depositors 
and on its trust customers, although the two 
classes of funds are kept entirely separate 
in most states. 

I once heard about a Polish gentlemau 
who had his savings in a New Jersey bank, 
and who, passing the building one day, ob- 
served workmen hanging up a sign. The sign 
supplementary to one already on the bank, 
added the words “and Trust Company.” He 
‘an into that bank, grabbed a withdrawal 
slip and wrote it out for every dime he had 
in his account. Naturally, the cashier was 
curious. 

“Why are you taking your money out?’ he 
asked. 

“I’m not going to keep my money in a trust 
company that trusts people with it,” was the 
explanation. 

Now, most people are not so ignorant of 
the workings of a trust company as was the 
worried foreigner in that tale; but I must 
confess that I, as a reporter of men, women 
and events for about twenty years, never 
really knew much about how necessary the 
service of trust companies is, until I looked 
into them for the purpose of taking care of 
my own estate problems. 

True, I had more trust in trust companies 
than, for instance, John Jay McDevitt, the 
celebrated millionaire-for-a-day from Wilkes- 
Barre. You may recall how he made a brave 
display of his money on Broadway, spending 





594 


it like a drunken sailor. He quickly dis- 
covered how gold-diggers are akin to grave- 
diggers and returned to Wilkes-Barre to pro- 
ceed with a useful life from that point on. 
He had saved some of his money from his 
whirlwind spending spree in New York and 
placed it in a bank. But one day he walked 
into the bank and abruptly withdrew it. As 
per routine, he was asked by one of the offi- 
cials of the bank why he did this. McDevitt 
pointed to a teller—an oldish man who al- 
ways wore a skull-cap. “I don’t want that 
fellow handling my money,’ he said. “He 
always wears his hat. 
places.” 

That is the first thing I should require of 
a trustee under my will, that the institution 
should not go places, that it should have re- 
mained in the same place and had satisfac- 
tory business relations with the same people 
through—and particularly through—the fi- 
nancial vicissitudes of the past few years. 
Of course, I don’t expect to hear nothing but 
eulogies—I’ve met too many kinds of people 
for that—and there is nothing like hindsight 
for making people free with criticism. I 
want my trustee to be accessible, not only to 
me but to my wife, and a trustee on a Euro- 
pean tour or even on the golf-course may be 
rather inconvenient. 


He’s ready to go 


From a layman’s point of view, one of the 
strongest reasons for the appointment of a 
trust company as trustee under one’s will, 
or even under a trust now in operation, is 
its continuity, independent of individual frail- 
ties. Without having any technical knowl- 
edge, I’ve had the experience of reporting 
probate and surrogate court actions involved 
where men and women have died intestate, 
or had made ambiguous wills that had to be 
interpreted. If the property is of any con- 
sequence, trouble always ensues—and _ ex- 
pense. Where an established and competent 
trust company is named as executor and 
trustee, there is much less likelihood of legal 
complication ; it is too familiar with the sort 
of things that might lead to embarrassing 
difficulties. 

I would know, indeed, having a modicum 
of sense, I do know, that the alternative to 
naming a trust company in my will is to 
name my wife or a friend—as a compliment, 
perhaps. And I’ve seen enough of what hap- 
pens when that is done not to want to do 
it. Your wife, like my wife, unless she has 
extraordinary business talent and training, 
will probably have to go to a bank for ad- 
vice in handling an estate anyway, while a 
friend, expert as he may be and qualifying 
fully in financial and legal knowledge, is still 
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as mortal as Iam. He may move away; he 
may even be sent away—to a “health resort” 
—and then what happens to the estate? 

If experience is the best teacher, I want 
the benefit of it in the management of my 
property. So it seems to me that there is 
no argument at all about the desirability of 
naming an established trust company as trus- 
tee of one’s estate. The point, I am con- 
vineced, is one of determining which trust 
company. 

In the first place, the question I should 
like to have answered by the trust official of 
a bank is, have directors of that bank named 
their own trust department in their wills or 
trust agreements. I recognize that there 
may be reasons that would operate against 
all directors of a bank naming own trust 
departments. Some may have practically 
nothing to leave if they have tried, like my- 
self, to be a one-man financial wizard. 

But this I should most certainly require: 
that the trust department of any bank I 
name to handle my property for the benefit 
of my family should be independent of direc- 
torial control, especially in investment mat- 
ters, unless the directors know a good deal 
about trust work. It was not the directors, 
but the trust officer, whom I met when ! 
made my trust. I don’t want some plumber 
or grocer, however honest and wholesome he 
may be, to have anything to say regarding 
the disposition of whatever little wealth I 
am able to leave to my dependents. I also 
want to know that the trust executives han- 
dling my estate are not going to be too busy 
to give attention to my wife’s problems and 
will be friendly counselors in whom she may 
feel free to confide, though without bother- 
ing them with matters she should take care 
of herself. 

I expect the men of the trust department 
to be not only honest but also capable, not 
just in legal calisthenics but in estate man- 
agement generally. This business of preserv- 
ing and distributing my fortune is just as 
important as my business of making that for- 
tune. It is a professional job. I don’t want 
any boys who have been careless enough to 
leave thumb-prints around to have any chance 
at being careless with my estate. It strikes 
me that to take care of both property and 
dependents, all it takes is a pretty compre- 
hensive knowledge of banking, investment 
law, taxation, real estate, insurance, account- 
ing and business skill. Aside from that I’m 
choosing a trust officer who can understand 
the difference between the needs of a tailor’s 
dummy and those of a human being. 

I expect the trust department I confide 
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in to have first-rate man-power—meaning by 
that, men who can qualify as experts in the 
handling of trusts through ability and ex- 
perience. I would judge the quality of the 
trust company a good deal by what it pays 
its trust officials. They should be well paid 
because their service, if rendered rightly, is 
extremely valuable and charged with the to- 
tal responsibility of all their clients. In the 
mere saving of fees and expenses, and the 
minimizing of general and special taxes, they 
earn and should receive substantial salaries. 

I expect the trust department which I de- 
pend on to take care of my property, when 
I can’t take care of it myself, to be manned 
with specialists, not half-baked amateurs. 
One thing that especially appeals to me about 
a trust company is the opportunity for spe- 
cialization on the part of its personnel. I 
expect the trust company, through its offi- 
cers, to make very clear to me the different 
sorts of trusts and what they can and can- 
not do: living trusts, trusts made in a will, 
irrevocable trusts, insurance trusts, and so 
on. Many of us, I know I was among the 
number until I began to figure out this mat- 
ter, do not regard insurance as part of our 
estate to be specified as part of a trust. Silly, 
of course, because insurance, in most cases, 
is the backbone of an estate. 


I expect the trust official with whom I 
do business to tell me readily—without re- 
vealing anybody else’s private business—of 


his experience in handling trusts. He’ll get 
my confidence more readily if he admits that 
he and his company are not infallible; if he 
tells me of some of the mistakes they’ve 
made as well as of some of the triumphs 
they have a right to be pleased with. A trust 
official gave me this advice recently, “If you 
go to a trust company and any official of- 
fers to make your will, bolt through the 
nearest doorway.” The procedure I’ve fol- 
lowed is to have my will drawn by an at- 
torney, an attorney who knows something 
about me and my affairs and could put in all 
the protective ‘“whereases.” 

I was actually, in my own case, influenced 
very much by the record of the growth in 
the trust company’s business. It had in- 
creased three-fold in fifteen years—which 
is a very healthy sign, indeed. My own 
financial experience has been rather sad dur- 
ing the past few years, so I was especially 
interested in having the trust company offi- 
cial whom I consulted, tell me something 
of his personal financial adventures during 
the depression. I had principally limited 
my investments to the so-called solid six per 
cent class, although in some items I found 


595 


that instead of getting six per cent “on” my 
money, I was lucky to get six per cent “of” 
it. This official has been intelligently con- 
servative, moving his money about with a 
knowledge of bonds and mortgages and equi- 
ties. 

Generally, between the capital resources 
of banks and the trust laws of most states, 
there is sufficient protection to a trust if rea- 
sonable prudence and diligence is shown by 
trust officials, especially as a trust depart- 
ment, I understand, is frequently examined. 
This prudence and diligence will be most 
eloquently attested, not by roseate advertis- 
ing matter, but by actual performance and a 
growth in business. 

I want my trust to be flexible. By this 
clumsy phrase I mean that I do not wish 
every dollar of it tied up so that my wife, 
or whoever else inherits my property, has no 
financial freedom of action. Nor do I want 
my trustee to be confined to “legal” invest- 
ment lists which might include a few decayed 
street-car bonds. 

It was a true story about an irrevocable 
trust which led me to make my own trust. 
A prosperous manufacturer made an irrevo- 
cable trust for his wife and two children, At 
about the age of forty he met “another’’ lady, 
and his wife, being an obliging soul, consent- 
ed to divorce. He married his paramour, 
who, the moment she became his wife, start- 
ed, through his fortune like a snow-plow in 
a blizzard. 

Then she attacked him regarding the trust. 
She was his wife and she demanded that the 
trust for his first family be broken. She even 
went down to the bank to try to break it. A 
lawyer told her that she could. He knew that 
trust companies quite naturally try to avoid 
litigation. It’s not only expensive: it’s bad 
publicity. 

The trust company stood its ground. But 
the second wife so ruled her husband that 
she obliged him to go to the trust company 
to try to recall the trust. He made the plea 
at the bank, and was told: 

“Nothing doing. It’s impossible, You made 
your trust irrevocable and if it costs us every 
dollar we have to spend we shall defend its 
inviolability.”’ 

The manufacturer said gratefully: 

“Thank Heaven. My first family’s entitled 
to that trust. I’m glad I can’t break it.’ 

That, to me, is as simply convincing an en- 
dorsement of the necessity of trusts as any 
I have heard. 

Now, as a fiduciary, I expect my trust com- 
pany to have as high a rating as any in the 
city, state or country, and by rating I mean 
repute. I’m not one to be bothered any more 
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than other laymen, with the technical terms 
of trusts or wills. If the trust company can 
demonstrate, without swinging six-syllable 
words at me, that when I am gone my family 
can be protected, even if they all suddenly 
become imbecile, that will satisfy me. 

The trust official can impress me, when we 
collaborate on the terms of the trust, with 
beautiful phrases about allowances for un- 
forseen contingencies ; but what I want prin- 
cipally is to be sure of his financial gene- 
ology. He can race through average and cu- 
mulative yields on this or that class of se- 
curity; he can dazzle me with what appears 
to be intimate knowledge of national, state 
and municipal fundings, but what I want to 
see is a good set-up for making and manag- 
ing investments. 

Nobody needs to tell me what I’ve been 
able to find out for myself, that conditions 
reached such a pass that whereas some rail- 
roads used to give away their timetables and 
sell bonds, they reversed the process and sold 
their timetables and gave away their bonds. 
I know about past history; so do you. What 
I want my trust company to show me is how 
it came through the days of financial agony 
with a good record of conservation of its 
trusts, without expecting that it had the 
power of clairvoyance. 

No man or set of men is infallible; they 
should not claim to be. But my trust de- 
partment must be in charge of officials who 
are sound and strong enough to laugh out of 


office any bank president or director who 
tries to make them do something against 


their discretion. 

It all boils down to this: a trust company 
cannot simply sell its services even to a wise 
man—it proves its own wisdom and the serv- 
ice sells itself. 

Let me repeat: I want the trust company 
I trust to have an unmistakable stamp of the 
professional fiduciary about it. I’ve taken 
enough stock market tips in my time from 
ex-bartenders and ex-burglars, so when my 
time is ended I want my family to rely on 
the business acumen and conservative judg- 
ment of trained and experienced men. The 
trust man I did business with impressed me 
at the very start with his professionalism. 
He knew his business and won my confidence 
by talking about that business truthfully, 
making it clear that wareness should be uni- 
versal in American banking that a trust de- 
partment be regarded as what it is—a depos- 
itory of public faith—and not turned over to 
some arithmetical janitor to run for two 
hours every afternoon. 
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I hesitated a long time before deciding to 
make a trust, until one day I talked with Don 
Marquis. He had been to Hollywood to write 
picture scenarios, and had come away elated 
by new friendships but a little bewildered by 
the curiosities of filmdom, where they can 
achieve such miracles as having Dostoiev- 
sky’s Seven Brothers Karamazof go into the 
hopper and emerge as Mae West in “Smiling 
Knees.” Don told me that a great worry had 
ben taken off his mind when he made a trust 
for his family. My decision to do likewise 
was clinched by the yarn of a celebrated Eng- 
lish peer who tottered from his cellar one 
New Year’s Eve, to be visited by a good fairy, 
come to give him a wish. 

“T wish,” said His Lordship, “that I could 


see the London Times for every morning 
of the New Year—now.” 
The papers appeared before him. He no- 


ticed, picking up a copy of the following 
December, that a war was going on between 
two presently peaceful nations. 

Gazing at the six-months-ahead edition of 
the Times, His Lordship chuckled to see that 
an old political enemy had made an ass of 
himself in Parliament. He also gleaned 
some fruitful quotations from the stock re- 
ports and decided to make a will to dispose 
of the large fortune which he would be able 
to accumulate with this information. 


Perusing the three-months-ahead edition, 
he observed that his daughter was engaged 
to be married. He purpled at this as the 
gentleman in question happened to be, in His 
Lordship’s opinion, a bit of a bounder. 


Deciding to warn his daughter and break 
up the engagement, he next picked up the 
copy of the Times for the following morning. 
Turning to the obituaries, he discovered his 
own name headed the list. The shock killed 
him. 

Now sudden death or death at any time is 
not pleasant to contemplate. But it has to 
happen. And you can look—if not forward 
to it, at least unfalteringly towards it if 
you have performed the simply duty of nam- 
ing a trustworthy trust company to handle 
your affairs when you are gone. 

But I was interested in more than just 
making a will and turning over funds to the 
trust department after I have gone. I’m for 
putting some of my property in trust now, 
because it means not only protection for my 
dependents but peace of mind and protection 
for myself. I have enough to worry about 
doing my own job and was glad to find some- 
one to do my investment worrying for me 
and my family from now on. 
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SECURITIES ACT DEFEATS ITS OWN PURPOSE 


Few Changes Needed, Is View Taken After Analysis of Measure’s 
Practical Effects 


G. PANTALEONI 
White & Case, New York 





HE regulation of public offerings of se- 

curities may be approached from the 

immediate short term point of view as 
part of a program of recovery, or from the 
long term point of view as part of a perma- 
nent program designed to remedy the abuses 
of the past and prevent a repetition of the 
disasters of 1929. 

In 1917, faced with the emergency of a 
World War, the Government treated the 
question of public financing from the short 
term point of view. Almost any method 
which promised success in flotation of Lib- 
erty Bonds was used. The greater the hys- 
teria which could be induced in the buyer 
the more the method was approved. The 
Liberty Bonds were sold—but the methods 
of financing learned by the public, business 
men and banks during that hectic period 
could not be unlearned overnight. A large 
portion of the unwholesome practices from 
which we suffered in the period following the 
war and ending in 1929 can be traced to the 
education we all received in the Liberty Bond 
campaigns. 

To one who, like the writer, believes that 
the present emergency will not be cured by 
increasing the available credit, either Gov- 
ernment or private, unless and until credit 
increases as a result of reviving business, 
and that stimulating credit by artificial 
means before business revives is putting the 
cart before the horse, the long term and the 
short term point of view are the same. But 
this is not the point of view of the admin- 
istration which seems to believe that a re- 
covery program must be based on a stimula- 
tion of credit, artificial if necessary. Intelli- 
gent, comprehensive reform and regulation 
of private financing is not compatible with 
this recovery philosophy. 

How then explain the Securities Act? Is 
it not puzzling to find a government that dis- 
poses of its dollar obligations and three days 
later modifies the value of the dollar, appeals 
by means of mass psychology to banks and 
other credit institutions to lend money and 
attempts to frighten and cajole people into 


putting their money into commodities or 
stocks while, on the other hand, adopting 
legislation which whatever its merits delays 
and hampers private financing. 


Temperamental Outburst 


The paradox is explained perhaps when we 
realize that the Securities Act was an at- 
tempt to find an outlet for an outraged sense 
of social justice and not a part of the recov- 
ery program. 

When the Securities Act was under dis- 
cussion during the last session of Congress, 
much was heard about fraud and misrepre- 
sentation, about the necessity of full disclos- 
ure, and about the justice or injustice of the 
severe civil and penal sanctions which it was 
believed would be necessary to compel full 
disclosure. To the outsider, indeed, this 
seemed to be the only approach to the prob- 
lem of capital financing under consideration. 
There was no discussion of the subject as 
part of the Administration’s program and 
there was no discussion of the problem as 
a whole. It seemed to be assumed that the 
orgy of speculation which culminated in the 
crash of 1929 originated and was made pos- 
sible because of the lack of any penalty for 
fraud and misrepresentation and the lack of 
any system which would compel full disclos- 
ure, and that a repetition of the disastrous 
mistakes of our “bull” market would be im- 
possible if only full disclosure were abso- 
lutely assured. 

The assumption is, of course, a natural 
one. When we are hurt we not only try to 
find someone to hurt in return but we ration- 
alize our desire, and no rationalization is 
more common in the business world than to 
label our competitor or our financial adviser 
as dishonest and, therefore, deserving of our 
resentment. It is too much to ask of the pub- 
lic that when for the first time it has a 
chance to do something about its stock mar- 
ket losses it should act calmly, honestly and 
wisely. 

As an example of this approach to the 
problem, note the wild statement of the Fed- 





598 TRUST 
eral Trade Commission under date of May 27, 
1933 that 
“Statistics indicate that the sale of 
worthless securities through misrepre- 
sentation and fraud has amounted to the 
colossal sum of $25,000,000,000 during the 
last ten years. This means $250 for 
every man, woman and child in the 

United States.” 

The Securities Act is an excellent reflec- 
tion of this attitude. So far as legislation 
can do so, it assures full disclosure. There 
is no loophole for a scheming lawyer. 

Attempts to check the sources of the sta- 
tistics mentioned in this and other similar 
statements have, of course, been unsuccess- 
ful. Persons engaged in fraudulent transac- 
tions and in the sale of securities by misrep- 
resentation do not report their issues to a 
bureau of statistics. 


Outlook for New Legislation 

To those of us who believe neither in 
the wisdom of the Administration’s recov- 
ery program nor in the wisdom of the ap- 
proach to the problem of private financing 
as shown by the Securities Act, the possibili- 
ties of new legislation in the next Congress 
are somewhat disturbing. Faced with a rec- 
onciliation of the Securities Act and the re- 
covery program the too obvicus solution of 
the present Administration would seem to 
be to substitute financing by the Government 
for financing by private agencies, a solution 
which, to the writer, would be even more un- 
fortunate than the present inconsistency. 

Let us assume, however, that the regula- 
tion of private financing will be considered 
comprehensively and from the point of view 
of encouraging wise financing for a long time 
in the future, regardless of the present emer- 
gency and of the Administration’s emergency 
plans. If the problem is approached from 
this angle the writer would suggest that the 
most important single factor is the type of 
leadership in the financial community which 
we desire to encourage. It is a truism that 
if the person in charge is the right man, reg- 
ulation is unnecessary and that if he is the 
wrong man regulation does very little good. 
It is, of course, equally true that no one has 
yet devised a sieve which will separate the 
wise and honest from the thieves and the 
fools, but legislation can make the road to 
power easier for the one and harder for the 
other and, in the last analysis, that is about 
all that legislation can do. 

This fundamental element in the whole 
problem has not received deserved atten- 
tion and the emphasis has been placed on 
only one of the many bad manifestations of 
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poor leadership, namely, fraud and misrep- 
resentation. There are many other manifes- 
tations of bad leadership that are far more 
harmful; for instance, the method of dis- 
tribution of securities, consisting of the net 
work of wholesale and retail distributors, 
house to house canvass, the practice of pay- 
ing all salesmen on a commission basis, some- 
times without even a drawing account, the 
speed with which financing was determined 
upon and completed, the wholly irresponsible 
and extravagant statements about the future 
and about the wisdom ‘of borrowing and mak- 
ing profits out of the use of the borrowed 
money and, last but not least, the system 
whereby the money sought out the borrower 
instead of the borrower seeking the money. 


Public Reaction to Full Disclosure 

Any one who thinks of the matter dispas- 
sionately must realize that it would have 
made little difference in 1929 to a member 
of the public whether or not he was handed 
a long fifteen or twenty page circular fully 
disclosing the present and past situation, pro- 
vided the same optimistic and high pressure 
salesman was standing at his side to explain 
the company’s prospects. One has only to re- 
member the extraordinary development of 
the management type of investment trust 
which by its very nature precludes the dis- 
tribution of much information as to past or 
present condition, the hectic buying which 
could be started overnight in any listed stock 
by a rumor as to some future event, a split- 
up, a consolidation, a merger, a buying pool, 
ete., to realize that people were not inter- 
ested in history but in prospects. 

If the public was misled by designing and 
unscrupulous salesmen, bankers and boards 
of directors, how does it happen that these 
very salesmen, bankers and directors are, 
with few exceptions, as badly hit as their 
customers? Accused now of dishonesty and 
misrepresentation, they seem for the most 
part to have followed the very advice they 
gave. The distinction between pyramided 
public utility offerings that are now worth- 
less and the six billion dollars of securities 
sold by a leading house, of which less thau 
two and one-half per cent is in default to- 
day, is not so much that there was fraud and 
misrepresentation in the one and full disclos- 
ure and honesty in the other, as it is a differ- 
ence in the responsibility and wisdom of the 
respective sponsors. 

As a matter of fact, what the Federal 
Trade Commission and the rest of us are 
glibly characterizing as fraud and misrep- 
resentation, to be eradicated by compelling 
full disclosure at all costs, is really some- 








thing quite different. It is what in 1929 we 
ealled confidence, vision and daring, and 
what we now realize was simply conceited 
carelessness, optimism and gambling. And 
when we roundly denounce our leaders, we 
will, if we are honest, admit that financial 
leaders are elected and that our financial 
leaders prior to 1929 became suci by vote of 
the buying public. There is a democracy in 
business just as there is a democracy in gov- 
ernment; and the man who radiates courage, 
confidence and optimism and who promises 
much comes to the fore financially as he does 
politically. 


Fairness to Old Leadership 


Then, too, before we condemn let us re- 
member that we owe the rapid progress and 
development of our country in no small meas- 
ure to this leadership. Our leadership has 
not changed as much as the country itself. 
Our economic history is filled with examples 
of reckless daring. We built railways, noi 
to serve communities that were already there, 
but in the confident belief that if the rail- 
roads were built the communities would 
spring up for them to serve. We built con- 
crete roads on the same basis. We had, as a 
result, many business crises in the past: but 
with the help of our frontier, the new re- 
sources constantly being discovered, each cri- 
sis was followed by a period of gambling on 
a larger scale than that which preceded the 
crisis. We have no Monte Carlo, we have no 
government-run lottery. Betting on horses, 
prize fighting and other sports are, at least 
theoretically, prohibited, We do our gambling 
in business. 

For the first time it now begins to look as 
if our country had reached a stage in its de- 
velopment where the harm which always re- 
sults from an unsuccessful business «gamble 
far outweighs the advantages which come 
from a successful gamble. In fact, it seems 
probable that even the successful gamble is 
no longer desirable, since each member of 
our community has become so dependent on 
every other member that any change, even if 
it is a wise change when made slowly, be- 
comes a source of danger and possible disas- 
ter if made in too great a hurry. 

The Securities Act fits into this larger ap- 
proach, but only as one small cog and, unless 
Section 11 is modified, as a defective cog. 
Full disclosure is, of course, essential and 
the mechanism of registration seems to be 
one mechanism admirably suited to accom- 
plish this, but penalties must not be im- 


posed which will interfere with the basic ne- 
cessity which is to place financing in the 
hands of the conservative and the cautious. 
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The first consideration must be not to encour- 
age again the optimistic, careless and irre- 
sponsible. Section 11 of the Securities Act 
will, it is believed, have just this unfortunate 
effect. 


Extreme Provisions of Act 

Section 11 requires, briefly, that a director, 
the chief executive and financial officer and 
the underwriter risk all the wealth they pos- 
sess at the time and all that they may ac- 
quire in the ten years thereafter upon their 
judgment that they have made a reasonable 
investigation and have reasonable ground to 
believe that the statements contained in the 
rezistration statement are true and that 
there is no omission to state a material fact 
necessary to make the statements not mis- 
leading. They are expected to do this know- 
ing that the standard of reasonable care is 
that required of a person occupying a fidu- 
ciary relationship, and that the burden of 
proving the same will be on them, and that 
the issue will be determined before an un- 
known jury instructed as to the law by a 
judge who will have no precedents to guide 
him. They are told also that the risk of 
such a suit will continue as a contingent li- 
ability for ten years and that the suit may be 
brought by anyone who purchases the secur- 
ity during that ten-year period on the Stock 
f£xchange or elsewhere, whether or not he 
saw the circular or registration statement, 
whether or not he relied on the same and 
whether or not the untrue or misleading 
statement was the actual cause of the dam- 
age done such purchaser. 

Where the venture is a new and untested 
one with no history of past performance, the 
risks involved of a misstatement or of an 
omission are comparatively slight; for ex- 
ample, in a new beer company, a new invest- 
ment trust, a new mine, ete. Where the busi- 
ness is large, complicated and the result of 
many years of slow development, the risk of 
error in a prospectus is relatively enormous. 
Section 11, therefore, affects comparatively 
slightly the adventurous promotion type of 
banker and business man, while at the same 
time putting very severe responsibilities upon 
the banker and business man of a more con- 
servative stamp who is interested primarily 
in a well-seasoned enterprise. 


Deterrent to Responsible Underwriters 
Confronted with an underwriting of a cor- 
poration whose affairs are large and in- 
volved, the director, executive or banker who 
is. constitutionally confident, sure of himself 
and of the future, will not draw back, to 
say nothing of the person who is financially 
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irresponsible. The conservative, cautious per- 
son will, however, think twice before assum- 
ing the personal liabilities involved. 

The writer believes that any man who is 
willing to risk his entire personal fortune to 
the extent required by Section 11 is a man 
who lacks the qualities of caution and respon- 
sibility we want in our financial leaders. 
He is the type of person who will minimize 
contingent liabilities and future risks when 
he underwrites an issue of securities or votes 
in favor of floating a bond issue, just as he 
does with his personal fortune. In fact, he 
sounds just like the “man of vision” who 
saw a new era as late as October, 1929, and 
assured us then that if we only borrowed 
sufficiently, continued to pyramid, and kept 
our courage, the millenium would be ours. 

No one expects the actual damages which 
could be recovered under Section 11 to com- 
pensate or come anywhere near compensat- 
ing the investor in the event of a collapse. 
The civil liabilities in Section 11 are in- 
serted as a deterrent to discourage fraud 
and misrepresentation, and thereby to secure 
full disclosure. As a matter of fact, the ex- 
perience of the Federal Trade Commission 
in the past six months has demonstrated, if 
any demonstration were needed, that the reg- 
istration provisions of the Act, administered 
by a group of lawyers and accountants, is 
amply sufficient to secure a full disclosure in 
every case except the deliberately fraudulent 
one which, of course, will not be prevented 
by the additional threat of civil liability. The 
Federal Trade Commission has issued nu- 
merous “stop” orders and has discouraged 
many more registrations by its questionnaire. 

Nor is the experience of the Federal Trade 
Commission unique. The Listing Committee 
of the New York Stock Exchange with no 
threats at its disposal except the right to 
refuse listing, has experienced not the slight- 
est difficulty in finding out the facts if the 
company applying for listing persisted in its 
desire to list. The Listing Committee of the 
New York Stock Exchange has rarely been 
fooled. Lawyers and accountants engaged 
in the business of security flotations can 
quite easily determine the truth provided 
they are armed with sufficient authority to 
inquire. 

The Securities Act has plenty of teeth with- 
out Section 11. The penalties of Section 5 
suffice to discourage the sale of securities 
which should be and are not registered and 
the penalties of Section 24 should suffice to 
prevent all but deliberate fraud in the regis- 
tration statement and to insure punishment 
of even that deliberate fraud if it oceurs. 
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The civil liabilities of Section 11 are unnec- 
essary even from the point of view of the 
person who believes full disclosure to be the 
complete answer, and they are very harmful 
from the more fundamental point of view of 
the person who desires to make our leader- 
ship conservative. 

There are plenty of signs already showing 
what is actually happening. Small indepen- 
dent banking houses are being organized, 
composed chiefly of high pressure salesmen 
who are rushing to the fore to take over the 
job of directing the investment of public 
funds, joyfully announcing that they are 
quite willing to assume the risks of Section 
11 and implying that bankers and others who 
hold back do so for dishonest reasons. As an 
example of unsound, mushroom financing, the 
investment trusts, beer, distillery and gold 
mining securities registered to date compare 
favorably with anything we had in 1929. 


Few Modifications Needed 


If modified so as either to remove the civil 
liabilities of Section 11 completely, or to 
bring those liabilities more in line with the 
liabilities imposed by the English Act, the 
Securities Act can, with a certain number of 
procedural changes, be left substantially as 
it is. As such it will be a valuable cog in 
the machine. 

The more vital problem of handling high 
pressure salesmanship, hastily conceived fi- 
nancing, emotional literature and, in gen- 
eral, the problem of encouraging the control 
of financing by the conservative element in 
the community so that the borrower will 
seek the money, not money seek the borrower 
must receive attention. This problem, how- 
ever, is essentially a delicate one involving 
public standards of conduct and psychology, 
and legislation on the subject must be flex- 
ible, must lead, not dictate. 

We have just been through an experience 
in which the nation tried to raise the stand- 
ards of the community beyond the level de- 
sired by at least a very large minority. We 
tried enforcing prohibition with every de- 
vice capable of being incorporated into a 
statute and the whole experiment failed. So 
will any experiment fail that is out of tune 
with the basic desires of a large minority. 

Susiness psychology presents the same 
problem. We all remember the story of Abe 
Lincoln and the horse trade—how the idol 
of the public fooled a member of his com- 
munity in the swap, contributing a sawhorse. 
The literature of even forty years ago is 
full of stories in which shrewdness is not 
only condoned but applauded. We have trav- 
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eled far in the last twenty years but must 
not try by legislation to go too far. 

The history of the New York Stock Ex- 
change is a good example. Listing require- 
ments, regulations governing publication of 
reports of listed companies, rules for conduct 
of sales on the floor of the Exchange, for 
participation in outside underwritings by 
member houses, all of these have expanded 
and grown with the growth of the moral 
sense and sense of responsibility and con- 
servatism of the business community served 
by the New York Stock Exchange. 

Suggestions will doubtless be made in the 
new Congress for licensing of all salesmen 
by the Government, for prohibition of house 
to house canvassing, for control of payment 
of commissions to salesmen and other mat- 
ters. It is to be hoped that if these sub- 
jects are to be regulated directly by the 
Government, that they will at least be regu- 
lated in some other way than by the threat 
of civil liability, but even then legislation 
is as likely as not to result in making dis- 
tributon of securties by the honest and re- 
sponsible more difficult while preventing not 
at all the distribution of securities by the 
irresponsible and dishonest. 


An Appealing Suggestion 

A possible method of controlling these 
matters which would be based both on past 
and present experience and which would have 
one essential requirement of any such legis- 
lation, viz. flexibility, capacity for adjust- 
ment and growth, has been suggested. [t 
appeals strongly to the writer. 

There is an investment bankers association 
which could, if properly regulated and de- 
veloped under government supervision, be- 
come a board of governors for the invest- 
ment banking business similar to that for the 
New York Stock Exchange. Methods of sale 
and character of salesmen could be regu- 
lated by such a board, in the same way that 
the board of governors controls customers 
men. Prospectuses, sales arguments and 
sales approach could be supervised, just as 
the Stock Exchange supervises circulars and 
other literature making use of the name of 2 
member house. Unwise pyramiding and ap- 
peals to cupidity could be discouraged. Con- 
servative leadership could be brought to the 
fore. 

We have seen in the last six months a de- 
velopment of codes for all industries. Un- 
fortunately, all codes to date emphasize 
prices and costs, which they cannot possibly 
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control, and the regulation of trade practices 
has been forced into the background. A busi- 
ness code for investment bankers which could 
be amended from time to time by the joint 
vote of the investment bankers and the Fed- 
eral Trade Commission, and which would 
deal, not with salaries paid to clerks, but 
with all methods of public financing gener- 
ally from the point of view of endeavoring 
to facilitate conservative, seasoned financing 
and of discouraging promotional and wild- 
eat financing would possibly accomplish its 
purpose. Little by little membership in such 
an association would become an essential for 
any one engaged in security work and ex- 
pulsion equivalent to expulsion from the 
Exchange. 


With supervision of this sort there would 
be at least a hope that the sale of securities 
will return to its proper place in the social 
structure as a means to an end, not as an 
end in itself; that the practice of treating 
securities like a commodity to be manufac: 
tured and sold for the sole purpose of mak- 
ing a commission will cease or at least be 
kept within bounds and that financing will 
be approached not from the point of view 
of what can be sold to the public but from 
the point of view of what the industry in 
question needs. These matters are ques- 
tions of leadership and do not involve spe- 
cific, tangible practices which can be for- 
bidden or handled directly by the Govern- 
ment. They remain nevertheless the vital 
problem. They could be supervised in the 
manner suggested, however, and progress 
made slowly and gradually without the 
shocks to the financial machine that are in- 
evitable with rigid statutory control. 


After all, the machinery, such as it is, 
which has grown up for furnishing capital 
to industry cannot be destroyed or tinkered 
with too radically without providing some 
machinery to take its place. When you con- 
sider not only the Securities Act but the 
Banking Act as well, it seems probable that 
the machine has already received all of the 
jolts that it can stand. New legislation must 
be along constructive lines. Given time and 
a helping hand the business community will 
work out a substitute mechanism which will 
be free from many of the abuses of the past. 
We must not forget that we have had many 
scandals in the past and business has not 
only survived but has grown and developed 
as well. It will do so again if it is given a 
chance. 
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It’s Our Job to Manage 
Estates and Trusts 


CITY BANK FARMERS TRUST 
COMPANY, America’s oldest trust 
company, whose charter marked 
the inception of corporate trustee- 
ship in this country, is today a 
trust company exclusively. It does 
no commercial banking business 

. sells no securities. Its entire 
personnel is dedicated to a single 
purpose — the care and manage- 


ment of the property of its clients. 


CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 


22 William Street —New York 
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SHOULD LOW-PRICED BONDS BE SOLD OR HELD? 


Problem Facing Trust Executives Illustrated by Actual 
Comparisons of Securities Selling at Discount 


ALBERT W. WHITTLESEY 
The Pennsylvania Company for Insurance on Lives and Granting Annuities 


NE of the major problems facing trust 
executives today lies in the decisions 
that must be made regarding retention 
or sale of bonds that are selling at large dis- 
counts. The mental hazards attendant upon 
such decisions have been greatly accentuated 
by two fears: (a) that retention may be fol- 
lowed by eventual default and (0) that sale 
may be succeeded in later years by payment 
of principal in full at maturity. Unfortunately 
the second fear has predominated to date, 
and the reason is not difficult to ascertain. 
Under general trust investing principles 
today, if bonds are sold at a large discount, 
the proceeds are invariably re-invested in 
other bonds on an approved list selling at or 
close to par. Therefore, the sale of any bond 
at the large discount very definitely closes 
the door on any possibility of recovering the 
lost principal and at the same time automat- 
ically reduces the income. Consequently, if 
the security sold should at some later date 
be paid off at par, the trustee is faced with 
the possibility of a surcharge suit to recover 
the principal that has been irretrievably lost. 
So great has been the fear of such an oc- 
currence that in many instances, trustees 
have preferred to take the chance of contin- 
ued retention, even to eventual default, when 
there is the slightest possibility that the com- 
pany in question may pull through and there- 
by justify the action in holding. 


Exceptional Opportunity for Service 

It is in instances such as these that the 
trust institution has the opportunity of ren- 
dering exceptional financial service with all 
the care and skill that it has, Just as it is 
possible to determine whether a given issue 
merits a position on the approved list, it is 
also possible with two bonds selling at the 
same price to ascertain which is superior 
from the standpoints of safety of principal 
and continuity of income. 

It is not intended to intimate that all dis- 
count bonds are retained in the hope that par 
or at least more than the then existing mar- 
ket price will be eventually realized, because 
in some instances the necessity for sale at 


any price is only too obvious from the facts 
divulged. However, if it can be conclusively 
shown that one investment is distinctly su- 
perior to another, on the basis of all avail- 
able information and yet both are selling at 
identical prices, it should become the duty of 
the trustee to effect the exchange in the in- 
terests of conservation of the estate. Cer- 
tainly, if the act of retention can be justified 
at the price of the weaker security, the act 
of exchanging that bond for another of bet- 
ter merits at the same price can be vindi- 
sated even more readily. 

In order to illustrate this point, several 
concrete examples have been taken with the 
prices quoted as of the close of business, 
December 5, 1933. Because of the fact that 
definite comparative yardsticks are obtain- 
able by considering bonds in the same gen- 
eral line of business, the examples here 
chosen are all of public utility companies. 
Actually the same principle can be applied 
generally to all securities, if cach case is 
specifically analysed on its own merits. 


Two Bonds Selling at 77 14 

Bond “A” is the obligation of a large hold- 
ing company which has never issued a com- 
plete consolidated report to the public. It is 
impossible, therefore, to determine with any 
degree of accuracy just what real equity is 
behind this issue. Current position as of 
Dec. 31, 1982, was not strong. Complete earn- 
ings statements are not available so that the 
operating efficiency of the company cannot 
be diagnosed. Earnings available for charges 
have fallen off considerably more than has 
been the case with other companies and the 
over-all coverage in 1932 was only 1.44 times 
as compared with 1.70 in 1931. There are 
two factors that tend to hold up the price of 
these bonds: (@) the recognized strength of 
the controlling interest and (0b) the presence 
of a large sinking fund. Actually, last year 
the interest and sinking fund charges were 
not fully covered and although no interim re- 
ports are available, it is not unreasonable 
to suppose that the already low margins of 
safety have been further impaired during 
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1935. Furthermore, there is no guarantee 
that the controlling interests will continue 
to support the company if it begins to lose 
money. 

Bond “B” is secured by a first mortgage 
with only a negligible closed prior lien ahead 
of it. Mortgaged debt is outstanding at 63 
per cent of the minimum value of good prop- 
erty. Current position was strong as of De- 
cember 31, 19382, Earnings have held up 
splendidly and interest was covered 2.31 
times even in the 12 months ended Septem- 
ber 30, 1933. 

There is some justification in holding Bond 
“A” with the expectancy that it will continue 
to pay interest and eventually be paid off at 
par. However, from the standpoint of safety 
of principal and assurance of continuity of 
income, available facts indicate that Bond 
“B” is immensely superior to “A.” And yet, 
by making an exchange in this instance, 
there would be no dilution of principal or 
income, while a better opportunity for fu- 
ture restoration of original principal would 
seem assured. 


Two Bonds Selling at 64 

Bond “C” is collaterally secured by the 
common stocks of its two subsidiaries, which 
have no debt or preferred stock. These bonds 
are outstanding in excess of the stated value 
of the subsidiaries’ properties. Although in- 
terest was covered twice in the _ twelve 
months ended June 30, 1933, if the operating 
companies were limited to earnings of 7 per 
cent on property this coverage would be re- 
duced to only 1.26 times. Current position 
was good. 

Bond “D” is a clean cut first mortgage 
bond of an operating company, outstanding 
at 80 per cent of the fair value of its prop- 
erty. Current position was fair. Rates are 
reasonable and earnings have held up well to 
cover interest 1.87 times in the twelve months 
ended September 30, 1933. 

Because it is in effect a first mortgage 
bond with good coverage, Bond “C” could 
be retained at current levels. But because it 
is in an extremely vulnerable position from 
the standpoint of rate cuts and reduced earn- 
ings it definitely appears that the $640 of 
principal is much safer in Bond “D.” Al- 
though “C” might in the future appreciate in 
value and be paid off in full, it is not hard 
to visualize that the same will be even more 
true of “D.” Furthermore, and this is im- 
portant, in the meantime there should be 
much less cause for worry in holding “D,” 
whereas there is real danger in holding the 
other. 
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Two Bonds Selling at 49 


Bond “E” is the obligation of a holding 
company which has as its only assets (other 
than a fair amount of cash) the common 
stock and a small amount of preferred stock 
of one operating company, which stocks are 
pledged under these bonds. Equity in prop- 
erty is fair, but earnings in 19382 provided 
only the narrow margin of safety of 1.52 
times all interest and prior charges, A fur- 
ther drop of 10 per cent in gross would wipe 
out the margin of earnings after interest and 
place the issue in perilous danger of default. 
On an equity basis there are large earnings 
per bonds, but this could be easily wiped out 
with a continuance of declining earnings. 

Bond “F” is a first mortgage bond with 
no prior obligations. It is outstanding at S85 
per cent of the minimum value of good prop- 
erty. Interest was covered 1.76 times last 
year and 1.45 times in the first nine months 
of 1933. Current position is strong and there 
are no maturities for twenty-five years. 

In this instance, there is some justifica- 
tion for holding on to Bond “E,” in the hope 
that the worst has already been witnessed 
and that a return to former earning power 
will result in higher prices. However, this 
self same reasoning can just as well be ap- 
plied to Bond “F,” and the fact that it is a 
first mortgage bond should insure a quicker 
and more certain recovery, whereas if con- 
ditions get worse it almost certainly would 
fare better in reorganization. 


Other Comparisons Suggested 

There are, unfortunately, a great many 
issues selling in a general price level of 
about 34, chiefly obligations of weak holding 
companies, junior issues of over-capitalized 
operating companies and in some instances 
senior bonds of companies which have experi- 
enced unusual difficulties or bad manage- 
ment. Some of these bonds are definite sales 
even at these low levels, while others are 
worth carrying on the basis of hoped for 
improvement. There are, however, some 
which offer better than average possibilities 
for complete recovery in principal and at the 
same time fair assurance of continued pay- 
ment of interest. 

One in this category is Bond “G” which is 
secured by a first lien on the property and 
assets subject to one underlying issue which 
matures in two years, This company was the 
victim of an extremely heavy capitalization. 
A large junior debt proved too much of a 
burden and when default occurred on the 
debentures a year ago, the company was 
placed in receivership. Interest on this issue 
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was, however, maintained and is still being 
eovered almost twice before depreciation, so 
that it is reasonable to suppose that the re- 
ceiver will continue to meet these payments. 
The underlying issue is being rapidly retired 
through purchases for sinking fund, and if 
earnings hold at or close to recent levels, the 
whole issue can be paid off out of earnings 
over the next two years. Meanwhile, a strong 
cash position is being maintained. 

It certainly seems as though a bond such 
as the one described offers a better oppor- 
tunity for improving the position of the trust 
estate than would be true of holding others 
in this price level, which have less positive 
possibilities for recovery, but which do have 
some justification for retention at these 
prices. 

The problems involved in decisions regard- 
ing sale or retention of securities selling at 
discounts, are seldom easy of solution. There 
are always arguments in favor of either side. 
As pointed out previously, however, general 
trust psychology favors retention if there are 
any sound reasons to warrant such action. 
The examples used in this article indicate 
some justification for retention. However, 
in each of these instances it is possible to 
substitute another bond at the same price 
which apparently affords much greater pro- 
tection of principal with little or no loss in 
income, and just as good, if not better, op- 
portunity for recovery in market value to par. 

These examples are not unusual ones. 
There are many more spread through the 
lists from 30 to 100. They are, however, typ- 
ical of the opportunity that is presented to a 
trustee to act as a true conserver of the 
property left in its care. Where such ex- 
changes can be effected to improve the safety 
of principal without loss of income, they 
should be made. 

Positive action along these lines, in cases 
where the trustee is empowered to take ac- 
tion, will go a long way to restore the con- 
fidence of the public in the financial astute- 
ness of trust institutions. It will assure them 
that the trustee will fulfill the pledge that 
it will “devote to its trust investments all 
the care and skill that it has” and that in so 
doing it will be rendering “unexceptional 
business and financial service.” 

°, 
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George V. McLaughlin, president of the 
New York State Bankers Association and 
president of the Brooklyn Trust Company, 
was a guest of honor at the 20th annual 
forum dinner of the New York Chapter, 
American Institute of Banking, on December 
12th, 
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HOME OWNERS LOAN BONDS 


National distributing group formed to ar- 
range stable secondary market for 
18-year 4's 


A national distributing group, headed by 
Field, Glore & Company and including The 
City Company of New York, Inc., Brown 
Brothers Harriman & Company, Bancamer- 
ica-Blair Corporation, Kidder, Peabody & 
Company, Stone & Webster and Blodget, Inc., 
Blyth & Company, Inc., and Hayden, Stone & 
Company, has been formed for the purpose 
of arranging as far as possible for an or- 
derly and stable secondary market for the 
18-year 4 per cent bonds of the Home Own- 
ers’ Loan Corporation, due July 1, 1951. The 
announcement stated that the board of di- 
rectors of the Home Owners’ Loan Corpora- 
tion has authorized this group to disseminate 
information concerning, and to facilitate the 
establishment of a broader investment mar- 
ket in, the bonds of the corporation. 


The Home Owners’ Loan Corporation, the 
capital stock of which is $200,000,000, fully 
subscribed by the United States Government 
subject to call by the corporation, is empow- 
ered under the Home Owners’ Loan Act of 
1933 to issue up to $2,000,000,000 of these 
bonds in exchange for now existent mortgages 
on urban homes. In addition to being guaran- 
teed fully and unconditionally as to interest to 
maturity, the bonds of the Home Owners’ Loan 
Corporation are acceptable at face value in 
payment of indebtedness due to the corpora- 
tion and are exempt as to both principal and 
interest from all federal, state, municipal and 
local taxation, except surtaxes, estate, inher- 
itance and gift taxes. They are also acceptable 
at par by the United States Treasury as se- 
curity for Government deposits, and at’ mar- 
ket value to secure Postal Savings funds. They 
are legal investment for savings banks in New 
York, New Jersey and certain_other_ states. 
The Reconstruction Finance Corporation ac- 
cepts them as security for loans made by that 
corporation at 80 per cent of par. The Comp- 
troller of the Currency has ruled that these 
bonds may be held by national banks when 
received from the corporation in exchange for 
home mortgages, and valued, for the present 
at par or the value at which the banks carried 
such mortgages at the time of exchange, 
whichever is less. The Attorney General of the 
United States has rendered an opinion uphold- 
ing the legality and regularity of the bonds. 
No taxes may be imposed upon the corporation, 
its franchise, capital, reserve and surplus, nor 
upon its loans and income, except the usual 
real estate taxes. The earnings of the corpora- 
tion are derived from the interest received on 
the loans made and/or temporary investment 
in Government securities. The five members 
of the Federal Home Loan Bank Board, a bi- 
partisan body created under the Federal Home 
Loan Bank Act, constitute the board of direc- 
tors of the corporation, whose activities are 
separate and distinct from the Federal Home 
Loan Bank system. Local managers have been 
appointed in every state. 
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“Why do we still use hand carriage 


typewriters when ELECTRIC RETURN 
is so much easier and faster?” 


In the Burroughs Electric Carriage Typewriter a built-in 
motor returns the carriage ... spaces to the next writing line 

. shifts to capitals. Every movement of the carriage is 
controlled from the keyboard, saving all interruptions formerly 
required to move the carriage by hand. Executives and typists 
quickly realize that this results in easier and faster typing. 


Call the local office for a demonstration, or write for folder 


BURROUGHS 


ELECTRIC CARRIAGE 


TYPEWRITER 


BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICH. 
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WHAT IS UNDERLYING CAUSE OF BANK FAILURES? 


"Branch Banking Not a Panacea''—Economist Points to Federal 
Policies and Their Effect on Portfolios 


JAMES G. SMITH 
Department of Economics, Princeton University 


N the United States today there is an as- 

tounding fetish for organization, for big- 

ness, for “planning.” It has been observed 
that great things have been accomplished and 
that along with those marks of progress 
there exist large organizations. The infer- 
ence is then made that all that is necessary 
for success is to be big, to organize, or to 
form a “planned economy.’ It does not seem 
to occur to us that we have bigness and 
large-scale organization in circumstances 
which ¢all for it, that we have planned econ- 
omies in relation to those phases of economic 
life which can be so handled. They are re- 
sults rather than causes of success, 

In the field of banking, emphasis is given 
to branch banking as the solution to the bank 
failure problem. Other countries, especially 


Canada, are pointed out as shining examples 


of the fact that with branch banking there 
are no bank failures. It is true that there 
have been few bank failures in Canadian 
banking history, but it does not necessarily 
follow that the reason lies in their branch 
banking system. 


Causes of Bank Failures 

There has been an attempt to explain the 
rising tide of bank failures in this country 
as an inevitable tendency due to the exist- 
ence of “too many banks,” as a manifestation 
of uncontrollable forces. It was attributed 
to the enlargement of trade areas through 
improved transportation facilities, to the de- 
velopment of automobiles and chain stores, 
so that the larger banks in nearby towns or 
cities were able to take away the more desir- 
able business of the small “country banks.” 
Post-war economic reasoning is full of such 
“inevitable tendencies.’”’ A good way to stop 
the thinking processes is to explain things 
in such a manner. Whenever a development 
cannot be clearly analyzed and explained, we 
have the comfortable alternative that it is an 
“inevitable tendency.” 

The important thing to realize is that such 
an evolution in the banking system, whether 
it is an inevitable tendency or not, does not 
in itself cause bank failures; but rather it 


would be manifested by mergers or gradual 
dissolution of the smaller country banks. 
Banks can dissolve and go out of business 
without “failing.’ The primary and imme- 
diate cause of a bank failure is sudden re- 
alization of a lack of liquidity of the bank’s 
assets, not a declining business or falling off 
of profits, This liquidity or the lack of it 
has nothing whatever to do with the size of 
the bank. Far more important as a cause of 
rural bank failures during this recent epoch 
of bank failures is the glaring truth that. 
the liquidity of the assets of these banks was 
undermined by the conditions prevailing in 
agriculture as well as by changes which oc- 
curred in the investment practices of banks 
in the years following the war. 

The demands of the World War for food- 
stuffs gave an artificial stimulus to agricul- 
tural production in this country and the high 
prices of agricultural products were reflected 
by inflation of farm values. 


Country Banker the Victim 

The national policy centering around the 
tariff was definitely to encourage the manu- 
facturing development of the country. It 
should be clear that the inevitable result of 
such a policy would be some decrease, in the 
long run, of our agricultural production to a 
closer relationship to domestic requirements. 
But instead of permitting this to happen, 
since it would result in continually depress- 
ing the condition of agriculture, which had 
been artificially stimulated by the high prices 
of the war years, our agriculture was stimu- 
lated out of the depressed conditions of 1921 
and 1922 to a relative but artificial prosper- 
ity in the succeeding years. The price level 
index of agricultural products rose from 88 
in 1921 to 105 in 1929, in spite of the fact 
that these were years of great technological 
progress and that large surpluses were being 
produced so far as domestic requirements 
were concerned. Foreign markets could not 
be found on a cash or barter basis, because 
this country was not in a recipient mood for 
any increase in the volume of imports, al- 
ready large on account of the amounts owed 
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to us after the war, both on private account 
and on account of war debts. Consequently, 
the foreign markets were obtained by the 
free extension of credit to foreign purchasers 
of our agricultural products, stimulated by 
the open market policies of the Federal Re- 
serve System. These methods resulted for a 
time in favorable farm prices and inflated 
farm and real estate values in small country 
towns. At the same time credit was pumped 
into the agricultural system in this country 
by farm banks, land banks, intermediate 
eredit banks and by other means, When the 
whole scheme proved abortive, and the in- 
flated agricultural credit structure collapsed, 
along with the decline in foreign loans, 
blame can hardly be laid at the country 
banker’s door. He was the victim of false 
prophets, and an inconsistent national policy. 


Change in Method of Financing Industry 


Another unfortunate factor affecting the 
liquidity of the assets of country banks dur- 
ing this period was the fact that the changed 
methods of financing turned the attention of 
the country banker from investment in com- 
mercial paper to investment in securities. 
The great shift in the assets of the banks 
from self-liquidating to unliquid assets oc- 
curred as a result of the new era philosophy 
in financing. Under the increasing competi- 
tion of the growing investment banking af- 
filiates of the large commercial banks, it be- 
came the practice to finance enterprise by 
security issues rather than by the extension 
of short term bank credit. Along with this 
extraordinary increase in the security busi- 
ness from 1924 to 1929, the volume of open 
market commercial paper declined from al- 
most one billion dollars to about a quarter 
billion and the number of firms so financing 
themselves decreased from 5,676 in the de- 
pression year 1921 to 1,653 in 1929. This de- 
struction of a large part of the market took 
away from commercial banks in general, and 
from the country banks in particular, the 
possibility of investment in this type of li- 
quid asset to a large extent. 

Traditionally the country banker’ had 
maintained substantial secondary reserves of 
open-market commercial paper but he was 
largely diverted to the investment of surplus 
funds in securities of longer maturity on the 
persuasive argument that he should diversify 
his portfolio. Diversification was to replace 
liquidity. The idea that securities provide 
better diversification than commercial paper 
is a delusion, for the latter provides diversi- 
fication geographically and by industry over 
the entire United States. From 1922 to 1927 
the bank losses on open-market commercial 
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paper amounted to less than one-half of 1 
per cent. The corn-belt banks might have 
survived in spite of their real estate loans 
had they been able to maintain their second- 
ary reserve in open-market paper. 


The General Decrease in Liquidity 


The commercial loans of all country mem- 
ber banks, including both national and state, 
declined from $5,209,000,000 in June 1925 to 
$4,979,000,000 in December 1928, while their 
security loans increased during the same pe- 
riod from $1,586,000,000 to $2,282,000,000. 
Loans on farm real estate were relatively un- 
important, and declined during these three 
and a half years from 364 to 290 million dol- 
lars. Loans on real estate other than farms 
increased about 350 million dollars to $1,154,- 
000,000. The progressive decreases in the 
liquidity of country member bank loans was 
reflected in the decline in the amount of their 
paper eligible for rediscount with Federal 
Reserve banks from $2,100,000,000 June 1925 
to $1,811,000,000 December 1928. Further- 
more, the investments of country member 
banks were becoming relatively less liquid 
during this period. Investments of country 
member banks in United States Government 
bonds remained practically unchanged, while 
their investments in public utility, railroad 
and other securities increased from $1,829,- 
000,000 to $2,242,000,000, and their invest- 
ments in foreign securities increased from 
261 to 429 million dollars. In some cases the 
big city banks had advised diversification of 
their assets through purchase of foreign and 
other bonds. The city bankers, in turn, were 
stimulated in their investment activities by 
our foreign national policies and by Federal 
Reserve policies. 

While Canadian banks were having their 
troubles with agricultural depression, they 
nevertheless maintained a _ liquid position. 
Their assets were invested approximately 86 
per cent in commercial loans and only 14 per 
cent in security loans. Approximately the 
reverse proportions of investment existed in 
this country, 31 per cent of the assets of 
country member banks being in commercial 
loans and 69 per cent in long-term securities 
or security loans, It was this liquidity of 
the banking system of Canada, far more than 
the mere fact that they have branch bank- 
ing, which enabled them to withstand the 
storm. 


Investment Policies Criticized 
Under the new-era methods of financing, 
generated by a security-hungry public, the 
credit of commercial banks was being sup- 
plied as loans on issues of securities. Busi- 
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ness corporations came into possession of 
more current funds than needed and the sur- 
plus of funds went into the stock market 
either in the purchase of securities or in the 
form of loans to brokers for account of 
“others,” used to help boom security prices. 
Such was the true nature of the loose bank- 
ing policy which had turned from the mak- 
ing of loans on commercial paper to the mak- 
ing of speculative loans on securities and to 
investing in securities the bank’s secondary 
reserves. The situation is similarly pictured 
in the trend of the assets of city banks. 

In this period of extraordinary business 
growth from June 1925 to December 1928, 
the commercial loans of city member banks 
increased only 3870 million dollars from $6,- 
391,000,000, while their security loans in- 
creased by nearly two and a half billion dol- 
lars to $7,622,000,000. The paper eligible for 
rediscount with Federal Reserve banks de- 
clined during this period by nearly one-half 
billion dollars, falling to $2.849,000,000 De- 
cember 1928. In their investments, the city 
member banks were not materially increas- 
ing their own holdings of the type of securi- 
ties which some of them were urging their 
country correspondents to buy. For example, 
the investments of city member banks in for- 
eign securities increased only from 240 to 
255 million dollars. It was the heritage of 
these conditions, resulting from our national 
tariff policy and Federal Reserve policies, 
which resulted in the epidemic of bank 
failures. 


Complications in Branch Banking 
It is harmful to the cause of sound bank- 
ing reform to picture branch banking as a 
panacea for the bank failure problem, and 
it is misleading to the American public to 


make such claims. There are sound reasons 
why there should be some extension of 
branch banking. It cannot be denied that 
the changes in economic life which have oc- 
curred during the present generation have 
resulted in larger “trade areas” for the bank- 
ing business, and it is undoubtedly sound 
policy to remove the present barriers to al- 
low some extension of branch banking to 
take account of the changed conditions. The 
difficulty which stands in the way of the ex- 
tension of branch banking privileges and de- 
velopment of such systems within designated 
economic areas is that such areas would be 
likely to cross not only state lines, but fed- 
eral reserve district lines as well. This 
would have the effect of complicating the 
supervision of banks, and of placing the 
state banks at a definite competitive disad- 
rantage with national banks, since state 
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banks could not have branches outside state 
lines even though the economic area extend- 
ed beyond the state limits. In fact some peo- 
ple have gone so far as to say that this 
would be a good thing because it would en- 
able the national banks to survive in a com- 
petitive struggle which would at one time ac- 
complish the desirable end of getting all 
banks in the Federal Reserve System, and 
also do away with state bank competition, 
including the competition of state banking 
departments in their incorporation of too 
many banks. 

Such a view of the matter is not only 
short-sighted, but strangely myopic in its 
hindsight. In this matter of competing bank- 
ing systems, the linen of the national bank- 
ing system is not lily-white. The opening of 
trust departments by national banks, their 
entrance into the field of the savings banks 
through encouragement of time deposits, the 
creation of affiliates by national banks and 
the bid for the real estate business by the 
McFadden Act, all testify to the important 
competitive steps which were taken from 
time to time by the national banks. With 
the exception of the taking on of trust func- 
tions—and these trust departments of na- 
tional banks are under state banking super- 
vision—unhappy results have fallen upon the 
banking system of the country as a whole 
from every one of these steps. This whole as- 
sumption that national supervision of banks 
is necessarily good and that on the contrary 
state supervision of banks is unexceptionally 
incompetent is preposterous as well as un- 
true. With certain important exceptions, the 
bank supervision done by the State Banking 
Departments is on a par or better than that 
done by the Comptroller’s field men. In 
some of the states it is distinctly better. The 
trained examiners in State Banking Depart- 
ments are familiar with the local conditions, 
having lived most of their lives in the state, 
in most cases working their way up in banks 
in the state to positions as junior officers and 
then have gone into the state bank examin- 
ing bureaus, They are young men eager to 
learn the profession of banking and most 
of them rise to positions of importance in the 
banks of their home state after experience in 
field work in bank examination. It is a sys- 
tem promoting not only the efficiency of the 
bank examining departments but also the in- 
terests and individuality of the young men 
entering the profession. It is essentially in 
accord with American principles of individ- 
ualism, with proper discipline and training 
to make possible the greatest measure of 
true democracy in our financial institutions. 
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Much that is good in our national banking 
supervision has been adopted from the longer 
experience of the State Banking Departments 
in the older states. 


Legislative Dangers 


The future soundness of our banking sys- 
tem is not dependent upon branch banking, 
nor indeed upon any change in the structure 
of our banking system. So far as structure 
is concerned our banking system is an excel- 
lent one. The future soundness of our bank- 
ing system does depend upon other types of 
economic legislation. For the past ten years 
the floodlights of legislative opinion seem to 
be focussed upon panaceas. Widespread pub- 
licity can be obtained in the newspapers of 
the land for treatises on “economic plan- 
ning,” and almost no attention is given in the 
news to attempts to analyze thoroughly and 
soundly the problems that face the nation. 
With disregard for the lessons of history, 
and of American tradition of individualism 
and free enterprise, we blithely venture into 
the realm of untried and even improperly 
studied remedies for recovery. We are on 
the threshold of a dangerous era of govern- 
mental bureaucracy as the planning fadists 
convince our legislatures and our people that 
there is something magic in government 
which can bring live rabbits out of Congres- 
sional hats. This is intended in no way as a 
partisan statement regarding the present ad- 
ministration, for it should be clear that the 
Republican worship of the tariff as a pana- 
cea of all ills is probably the worst sort of 
“economic planning” this country has ever 
tried, particularly as it has been applied 
since the World War. 

The future soundness of our banking sys- 
tem depends very largely on the extent to 
which such developments can be successfully 
curbed. Structural changes may be made to 
perfect our banking system, but this will not 
save the nation from periodic cataclysm re- 
sulting from unsound economic legislation of 
other sorts. We cannot expect any banking 
system to withstand the effects of class leg- 
islation designed to subsidize one large type 
of economie activity, followed by attempts to 
stabilize the unsubsidized activities by in- 
flating bank credit. We cannot expect a 
banking system designed to operate in ac- 
cordance with competitive principles to with- 
stand the stupendous unbalancing of eco- 
nomie life which is certain to follow in the 
wake of the experiments of planning and 
stabilizing. We cannot expect such a bank- 
ing system to withstand the periodic col- 













lapses of price structures built up upon the 
stilts of monopolistic “stabilization” schemes 
due to failure to enforce our anti-trust laws. 
The lessons of experience during three cen- 
turies of economic evolution point clearly to 
the conclusion that our present “unbalanced 
world” is so out of gear because of unthink- 
ing and dangerous experimentation with eco- 
nomic planning in numerous forms. ' 


SMALLER SAVINGS DEPOSITS 


Reports received by Savings Division, 
American Bankers Association 


Savings deposits as represented in savings 
accounts and time certificates of deposit in 
banks and trust companies of the United 
States totaled $21,424,226,000 on June 30, 
1933, held by 39,267,733 depositors, according 
to reports received by the Savings Division, 
American Bankers Association, it was an- 
nounced recently by W. Espey Albig, Deputy 
Manager of the Association. This marks a 
recession of $2,857,120,000, or 11.8 per cent 
from the amount on deposit one year earlier 
and of $7,054,405,000, or 24.8 per cent, from 
the all time high point of $28,478,631,000 es- 
tablished in 1930, he said. 

The loss in savings during the last three 
years is represented in part by hoards, part 
is tied up in closed or restricted banks and 
part is deposited in postal savings not re- 
ported by banks, “but without doubt a large 
part was expended for living expenses and 
for burdensome tax levies, which tend to be- 
come intolerable during hard times,’ Mr. 
Albig’s analysis declares. 

“The loss of market, cessation of industry, 
slowing down of transportation, banking dif- 
ficulties and unemployment of many millions 
of people have in three years reduced the 
savings of each inhabitant in the United 
States from $232 to $170, or by $62 a person,” 
he continues. “During the last year alone 
the reduction amounted to $24 per inhabitant. 

“In the face of a population increase of 871,- 
000 during the year, the number of savings 
depositors suffered a reduction in their ranks 
of 5,084,373, or 11.5 per cent from the pre- 
vious year. The number now stands at 39,- 
267,733. The year 1928 marked the top in 
the number of savings depositors, when there 
were 53,188,348, which represented 44.3 per 
cent of the population of the United States, 
as against a percentage of 31.1 per cent hav- 
ing savings in banks on June 30, 1933.” 
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EXECUTOR * TRUSTEE * AGENT *x GUARDIAN 


OLD COLONY 


‘TRUST COMPANY 


17 COURT STREET, BOSTON, MASSACHUSETTS 


Trust Afbliate 
of 


The First NATIONAL BANK of Boston 
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Sales: 
9,000 Units 


Cost: #220.%° 


Behind the doors of many a sales department 
profitable transactions are being closed today—by 
Long Distance telephone service. 

The case cited—typical of a wide variety of busi- 
ness experience—was reported by the Kelvinator 
Corporation of Detroit. In a single day, just prior to 
a general price increase, the Sales Manager tele- 
phoned 44 distributors and District Managers in 
all parts of the country. As a result of this quick 
and effective coverage, orders were received for 
9,000 refrigerators—at a telephone cost of $220.50. 

Long Distance calls supplement salesmen’s per- 
sonal visits, save time, cut costs. Typical 3-minute 
rates: New York to New Haven, 50c.; Cleveland to In- 
dianapolis, $1.25 ; Denverto Chicago, $3.50. 


Rates above are for station-to-station, daytime calls. Evening and night rates, con- 
siderably lower. Where the charge is 50c or more a federal tax applies as follows: 
50c to 99c, tax 10c; $1.00 to $1.99, tax 15c; $2.00 or more, tax 20c. 
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TAXABILITY OF POWERS OF APPOINTMENT 


Unnecessary Estate Taxes May Be Avoided by Noting 
Distinction Between General and Special Powers 


HENRY THALENFELD 
Associate Editor, University of Pennsylvania Law Review 


(Epitor’s Note: While much has been written on the taxability of 
powers of appointment, this is the first comprehensive review of the subject 
which has come to our attention. It is reprinted by special permission of the 
University of Pennsylvania Law Review.) 


OWERS of appointment have long been 

known to the common law as a facile 

and useful method of conferring inter- 
ests in land.t Their development was fostered 
by Chancery in connection with uses prior to 
1535 and thereafter in connection with 
trusts.2, In the course of the three centuries 
following the Statute of Uses, powers were 
gradually developed and classified, analogies 
with shifting and springing uses, of which 
powers constituted the most useful and con- 
venient applications, having been of no un- 
common ocecurrence.* A power of appointment 
was regarded as an authority to do an act 
in relation to real property, or to the creation 
of an estate therein, which the owner, grant- 
ing the power, might himself lawfully per- 
form. In itself, it comprised no interest or 
estate in land.® It represented merely a right 
of disposition which the grantor (the donor 
of the power) vested in the grantee (the 
donee) to be exercised in favor of another 
(the appointee). Despite having granted the 
power, the donor’s interest in his land re- 
mained intact and, as a logical development, 
when the power was exercised, the ap- 
pointee’s interest in the land was derived 
from the instrument creating the power.’ 
Thus the appointee was considered as taking 
directly from the donor. 

If the power, granted by will or deed, was 
sufficiently extensive, so as to include any- 
one whom the donee might nominate, even 
himself, the power was considered to be gen- 
eral. But if the donee was limited in his ap- 
pointment to a specific class, or to certain 
designated persons, the power was deemed 
to be limited or special... Numerous other 
classes of powers were developed by convey- 
ancers® but are unimportant in the present 
discussion. 

One of the problems arising early in the 
law in connection with the use of powers of 
appointment was the rights of the creditors 


of the donee in the property which the donee’s 
general power of appointment controlled. As 
long as the donee could pay his obligations, 
or, being unable to do so and the power re- 
maining unexercised, the rights of creditors 
were not involved.’ But where the donee was 
insolvent and the general power was exer-- 
cised, the situation was deemed to require 
different treatment. If the appointee was a 
volunteer, Chancery, in its historic zeal to 
defeat the claim of this legal parasite, would 
impress the property with the claims of cred- 
itors.° The Chancellor reasoned that since 
the donee was empowered to appoint him- 
self, what better motive than the payment of 
his debts should impel the donor to exercise 
in his own favor? Acceptance of this doc- 
trine was not long postponed by many Amer. 
ican courts; indeed, in several of the states 
statutes have gone beyond this remedy and 
allow creditors to reach the property even 
before appointment.” A number of others, in- 
cluding Pennsylvania, have remained ada- 
mant and have refused to honor its dictates.¥ 
It is significant that both the English“ and 
American” Bankruptcy Acts empower a trus- 
tee in bankruptcy to exercise, in favor of the 
donee’s estate, a general power of appoint- 
ment. 

When Congress and many of the state leg- 
islatures enacted statutes taxing the transfer 
of property at death, or in contemplation of 
death, it was intended that existing powers 
of appointment were within their purview, 
though such intention was not expressly de- 
noted in the acts. Applying the common law 
principle that the appointee takes directly 
from the donor, both state’ and federal ” 
courts held the statutes inapplicable where 
such power was in existence prior to the pas- 
sage of the act, the donor having died. Since 
the statutes made no express provision for 
the taxing of powers of appointment, the 
eourts applied the usual formula that in or- 
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der to impose a tax a transfer at death must 
have taken place. And since the donee takes 
directly from the donor, the property passing 
under the exercise of a power could not be 
taxed since the donor had been dead before 
the taxing act was in effect. To impose a 
tax on existing powers of appointment, the 
courts held, the statute must expressly so 
provide. 

Thus, the enactments failed to reach many 
opulent life tenancies whose devolution de- 
pended upon powers, and revision was in or- 
der, New York led the way, and in 1897 * 
amended its act to provide that a tax should 
be imposed upon the exercise of a power of 
appointment, whether by deed or will, in the 
same manner as though the property be- 
longed absolutely to the donee of the power. 
The amendment served as a model for other 
states.” Courts held the amendment imposed 
a valid tax on the exercise of a power even 
though such power was created prior to the 
passage of the amendment.” In other words, 
the defense of retroactivity, fatal to the ap- 
plication of the act prior to the amendment, 
was now ineffective. The United States Su- 
preme Court found in it no constitutional in- 
fraction.“ State courts, in refuting the ar- 
gument that the act was retroactive, rea- 
soned that the tax was imposed on a transfer 
and that the transfer did not become com- 
plete until the appointment was made, and 
at that time the law was in effect. But this 
reasoning might well have been applied to the 
statutes before they were amended. Prob- 
ably the reason for holding the tax valid, 
after the amendment, was that a tax was ex- 
pressly imposed and the courts were unable 
to avoid its effect. Before the amendment, 
the courts, because of the statute’s silence as 
to powers of appointment, were able to dis- 
miss its validity on interpretative grounds. 


Tax Usually on Donee’s Estate 

Though the statute required an obvious 
break with the existing state of the law, 
courts repeatedly held that it was not de- 
signed to change the common law.” ‘The ap- 
pointee was still recognized as successor in 
title of the donor.* Only for purposes of tax- 
ation was the donee treated as the ap- 
pointee’s predecessor in title. With the latter 
as a starting point, the rate of tax has been 
determined by the relationship of the ap- 
pointee to the donee,* and valuation of the 
estate is made at the time of appointment 
rather than at the time of the creation of the 
power. With few exceptions, of which Penn- 
sylvania is one,” the tax is levied on the es- 
tate of the donee.** Under the federal statute, 
even if the proper tax has been paid on the 


transfer from the donor at his death, there 
is a further tax to be paid on the transfer 
under the appointment from the donee.” 
However, where a general power has been 
exercised within five years from the imposi- 
tion of the first tax, the donee’s estate is ex- 
empt from further levy.% In some state 
courts, especially New York, the only remedy 
open to the donee’s estate where the tax has 
been once imposed, is to seek a modification 
of the order taxing the donor’s estate.” The 
harshness of the New York rule is apparent, 
and its adoption by other states has not been 
general. 

When imposing the tax, the statutes of the 
various states make no distinction as to the 
extent of the dominion over the property ex- 
ercisable by the donee. All powers of ap- 
pointment, whether general or special, are 
taxable.” This summary treatment of the 
donee seems, on its face, to be little short of 
arbitrary. A tax is imposed on the donee’s 
estate where he exercises a minimum of con- 
trol in the same degree as where he exercises 
the greatest possible control. 

The Federal Estate Tax Act,” however, 
distinguishes between general and_ special 
powers, and declares that only property pass- 
ing under a general power of appointment 
should be included, for tax purposes, in the 
gross estate of the donee.” But the impor- 
tance of this distinction must, of necessity, 
vary with the interpretations of the courts 
when confronted, in particular cases, with 
powers of appointment. The first question to 
arise is, did Congress have in mind the com- 
mon law distinctions between general and 
special powers when it enacted the statute? 
If so, will effect be given to the statute by ad- 
hering to such distinctions? 


**General Power’”’ under Federal Act 

The commonest case arising under this 
section of the Act involves the situation in 
which the donee is given power to appoint 
in favor of anyone, but is limited to its ex- 
ercise by will. To place the power in the ¢cat- 
egory of general powers, the common law re- 
quired the right to exercise the power both 
by will or deed. Only in this way was it pos- 
sible for the donee, during his lifetime, to 
appoint himself. But the courts avoided this 
apparent obstacle, when confronted with it, 
and, while pronouncing continued adherence 
to the precepts of the established law, held 
such a power to be general, and taxable as 
such.* The fact that the donee could not ex- 
ercise the power for his own benefit during 
his lifetime did not interfere with its being a 
general power under the federal act.” 

In Whitlock-Rose vs. McCaughn*® the Cir- 
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cuit Court of Appeals found “general” not to 
refer to the mode or manner of the exercise 
of the power, but to the “absence of limita- 
tions” on the power when exercised in the 
prescribed manner. Yet several years earlier 
in Fidelity Trust Company vs. McCaughn*® 
the same jurisdiction held a power not to be 
general where it was limited to disposition 
by will on condition that the donee remain 
unmarried, even though the donee did, in 
fact, remain unmarried and exercised the 
power. So long as the donee remained un- 
married, there was no “absence of limita- 
tions.”” She might have appointed anyone. 
Her dominion over the appointive property, 
so long as she remained unmarried, was no 
less than the dominion of the donee in the 
Whitlock-Rose case. Moreover, the two cases 
are directly contradictory in their definitions 
of a general power of appointment within the 
meaning of the statute. The Fidelity case de- 
fines it thus: 


“A general power of appointment... is 
of such a character that the donee of it has 
actual and practical dominion of the prop- 
erty as fuliy to all practical intents and 
purposes as if it were owned outright.” * 


Inasmuch as the Whitlock-Rose case repre- 
sents a later adjudication, it must be taken 
as limiting the ratio decidendi of the Fidelity 
case. Subsequent decisions of the federal 
courts support this conclusion.*® 


**Special’”’ When Restricted by Donor 

A power of appointment will not be re- 
garded as special, to avoid the tax, where a 
limitation arises from the inherent nature 
of the property controlled, rather than from 
any restriction as to the exercise of the pow- 
er itself. It is immaterial if the property is 
a fee or less; if the interest be legal or equit- 
able; or if enjoyment is to take place at pres- 
ent or in the future.” 


“The important thing is the latitude of 
the donee’s powers of disposition, rather 
than the quantum of the interest which he 
may dispose of, or the time of its vesting.” 


We may conclude, then, for federal estate 
tax purposes a power is regarded as special 
when it is restricted by the donor to particu- 
lar objects or beneficiaries; a power is re- 
garded as general when it is not restricted by 
the donor to particular objects or benefici- 
aries, even though the method of exercising 
it is restricted. 

The federal courts having set forth what 
they regard as a general power of appoint- 
ment, and having repeatedly affirmed that a 
special power is to be excluded from the es- 
tate tax, it is surprising to note the dearth 
of litigated cases involving special powers. 
An examination discloses that since the en- 
actment of the statute in 1919, but three 


eases have been adjudicated in which a spe- 
cial power of appointment was involved, In 
Farmers Loan & Trust Company vs. Bowers,“ 
where the Astor trust was before the judges, 
the Circuit Court of Appeals for the Second 
Circuit, in 1928, held the power of appoint- 
ment to be special and the estate passing on 
its exercise to be exempt from taxation. In 
Leser vs. Burnet,” the Circuit Court of Ap- 
peals for the Fourth Circuit, in 1931, held a 
power which prevented the donee from ap- 
pointing his creditors to be special. This con- 
clusion was reached on the basis of Maryland 
law which holds a power of appointment to 
be limited where the donee may not exercise 
it in favor of his creditors. In Fidelity Trust 
Company vs. McCaughn,* as already pointed 
out, a power was held to be special where 
the. donee could exercise it only if she re- 
mained unmarried. However, the latter case 
should not be followed too strictly, especially 
in the light of subsequent decisions, since un- 
restricted dominion over the property was 
there reposed in the donee. ‘ 


Avoiding Unnecessary Estate Tax 

The great majority of trust estates are cre- 
ated with the object in mind of providing for 
specific beneficiaries after the settlor has 
died. It would seem, then, that draftsmen 
might well bear in mind the important dis- 
tinction between general and special powers 
to avoid the payment of unnecessary taxes 
and still provide for all reasonable contin- 
gencies. Thus, in the ordinary case of an ir- 
revocable trust with income payable to some- 
one other than the settlor, the appointees 
might be restricted to a special group such 
as the heirs of the donee, or those who would 
take under the state law if the donee died 
intestate. The power would then be special, 
and the federal estate tax would thus be 
avoided. 

A problem which has caused the courts a 
great deal of concern and which has given 
rise to a well-defined difference of opinion is 
the taxability of property controlled by a 
power of appointment where the donee either 
has failed to make disposition of the prop- 
erty, or where he has exercised the power in 
favor of one who would have taken on de- 
fault of such exercise. The difficulty arose 
when New York in 1897‘ passed an amend- 
ment to its statute, providing, in substance, 
that the failure or omission to exercise a 
power of appointment subjects the property 
to a transfer tax in the same manner as if 
the donee of the power had owned the prop- 
erty and devised it by will. This provision 
was copied verbatim by several other states.“ 

Lansing’s Estate* was the first case in 
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which this provision was involved to come 
before the New York Court of Appeals. 
There, the appointee would have taken the 
identical property had the donee failed to 
exercise his power. The donee, however, ex- 
ercised the power, but the appointee elected 
to take under the donor’s will. The court, 
without hesitation, held the provision of the 
statute to be unconstitutional, and refused 
to permit the assessment of a tax, saying, 
“where there is no transfer there is no tax.” 
A short time later the same court had occa- 
sion to review its decision in Slosson’s Es- 
tate,“ and reiterated the conclusion reached 
in the Lansing case, and, though unnecessary 
in the case before it, stated in no uncertain 
language that the decision would have been 
the same had the donee failed to exercise his 
power of appointment and had the legatee 
taken under the donor’s will. The New York 
legislature, in 1911, shortly after the deci- 
sion in the Slosson case, repealed the uncon- 
stitutional provision. 


Attitude of States Compared 
While several of the states which had cop- 
ied the provision followed New York in re- 
pealing it,“ the majority of them retained it 
on their statute books and, refusing to be 
influenced by the New York court, proceeded 


to give it the fullest possible effect.“ The 
Supreme Judicial Court of Massachusetts 
was presented with the first opportunity of 
reviewing the act following Lansing’s Estate, 
and in Minot vs. Treasurer," where the donee 
failed to exercise the power, upheld its con- 
stitutionality and imposed a tax on the do- 
nee’s estate. The court, in subsequent cases,™ 
reaffirmed its decision, which has been fol- 
lowed by many of the remaining states which 
had adopted the language of the New York 
act.** While the New York and Massachusetts 
cases can be distinguished on their facts, the 
New York cases involving actual exercise of 
the power with an election by the appointee 
to take under the donor’s will and the Massa- 
chusetts cases involving defaults of exercise, 
the language of the courts is irreconcilable. 
It would seem, though no case has been 
found, that the Massachusetts court would 
affirm the imposition of a tax if the power 
was exercised, notwithstanding an election 
by the appointee to take under the donor’s 
will. While Congress did not adopt the New 
York amendment, nor language similar to it, 
the federal courts interpret the federal stat- 
ute as imposing a valid tax on property pass- 
ing under a general power of appointment 
where the appointee would have taken the 
same property in default of the exercise.™ 
The question of the validity of a tax if the 
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power was not exercised has not been raised. 

The theory on which the Massachusetts 
court seeks justification is that the presence 
of a power in one vests in him the “possibil- 
ity of disposition,” and that a failure to ex- 
ercise a power is as much a disposal of prop- 
erty as if the donee, in fact, had executed 
the power. In other words, by refraining to 
act the donee has disposed of property with 
the same effect as if he had acted. Since he 
might have named anyone as the recipient of 
property, his default thereof amounts to an 
appoitment in favor of the person who takes 
under the donor’s will. The New York court, 
on the other hand, reasons that the donee, 
in both situations, takes no part in the dis- 
position of the property, and fails to give the 
appointee or legatee more than the latter al- 
ready enjoys. In other words, the donee 
should not be taxed for transferring property 
at his death when he, in fact, failed to make 
a transfer. Logic and justice require a pref- 
erence for the New York rule, but, it seems, 
the omnipresent need for government revenue 
is so far controlling that courts are willing 
to be guided by its demands. 

As has been pointed out, Pennsylvania is 
one of the few states which tax the estate 
of the donor on the exercise of a power of 
appointment. Possibly as an offshoot of this 
condition, it has developed, peculiar unto 
itself, a doctrine known as “blending.” By 
means of this doctrine a tax is imposed on 
the estate of the donee of a general power of 
appointment where by will he discloses an 
intention to blend the appointed property 
with his own estate for all purposes.* The 
Supreme Court of Pennsylvania has found 
considerable difficulty in applying the prin- 
ciple to specific cases; the determination of 
the donee’s intention constituting the chief 
problem. In Commonwealth vs Morris® the 
court laid down as the test, whether the do- 
nee had treated the two estates as one for 
all purposes and manifested an intention to 
commingle them generally. Subsequent cases 
have not disclosed any tendencies toward ex- 
pansion of the principle, but, if anything, 
give evidence of restricting its application.” 
No other jurisdiction has seen fit to adopt 
the doctrine of blending, and at least one 
court has aimed at it a volley of criticism.” 


Which State Has Power to Tax? 

One of the perplexing problems of taxation 
which powers of appointment have not been 
able to escape is that of jurisdiction. Which 
state has power to tax when the donor is a 
resident of state A, the donee a resident of 
state B, and the property passing under the 
exercise is located in the state of the donor’s 
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domicil or the donee’s domicil, or the prop- 
erty is located in one state and the donor 
and donee are domiciled in a different state? 
In those states where the appointed property 
is considered as passing from the donee, it 
might be expected that, under the doctrine of 
constructive situs as applicable to personalty, 
the property would be taxed by the state of 
the donee’s domicil, notwithstanding such 
property is located in a foreign state. Some 
jurisdictions so decide,” but the majority 
hold to the contrary. Thus, in the California 
case of Estate of Bowditch® no tax was im- 
posed though the donee was a resident of 
California and the property was located in 
a foreign state of which the donor had been 
a resident. The Supreme Court of the United 
States in Wachovia Bank & Trust Company 
vs. Doughton™ reached the same conclusion 
on similar facts, though in so deciding it was 
necessary to reverse a decision of the Su- 
preme Court of North Carolina. Connecticut 
has followed the Wachovia case.” New York,™ 
Massachusetts,“ and Pennsylvania® are in 
accord with this view. The test employed by 
these courts is the actual situs of the prop- 
erty, since the acts of the donee in exercising 
the power do not give the state jurisdiction 
to tax, Thus, Massachusetts” and New York® 
imposed a tax on property within their bor- 
ders though both the donor and donee were 
non-residents. This test is satisfactory since 
it reduces the possibility of multiple taxation, 
an evil which the states have attempted to 
control by other measures.* Under the rule 
of the minority courts, both the state in 
which the donee is domiciled and the state in 
which the property is located levy a tax on 
the donee’s estate. 

A question involved in almost every case 
in which counsel contest the imposition of a 
federal tax on the exercise of a power of ap- 
pointment, is the status of the state law as 
a determinant of the validity of the tax. It 
is generally held that the laws of the state 
determine the property rights passing on the 
exercise of a power.” It is also a settled rule 
that a federal statute is to be applied uni- 
formly throughout the various states.” While, 
at first glance, these two principles appear to 
ve in conflict, since the law differs in the va- 
rious states, the courts, though with a few 
exceptions,” find no difficulty in applying 
them. Both are taken to mean that the laws 
of a state are binding on a federal court in- 
sofar as the vesting of property interests are 
concerned, but when such interests have been 
defined the further question of their taxabil- 
ity under the federal estate law is controlled 
by federal decisions.*®? Thus, in Pennsylvania 
Company vs. Lederer,” the District Court for 


the Eastern District of Pennsylvania affirmed 
the assessment of a tax on the donee’s estate 
notwithstanding that under the law of Penn- 
sylvania the appointees take, not under the 
will of the donee, but under the will of the 
donor. And in the recent Supreme Court case 
of Burnet vs. Harmel*™ the highest federal 
court asserted that the taxability of property 
passing by transfer depends solely on the fed- 
eral statute, and that the state law may con- 
trol the operation of a federal taxing act 
only when Congress expressly or by implica- 
tion so provides, 
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Bullitt’ Est., 26 Dist. R. 566 (Pa. 1917). In North Caro- 
lina and Rhode Island, by statute, the rate is determined by 
the relationship of the appointee to the donor. N.C. Code 
(1931) § 7880 (1); R. I. Gen. Laws (1929) c. 1355, § 4. 
In New York, where there is a failure to exercise the power, 
the relationship of the appointee to the donor determines 
the tay. N. Y. Transf. Tax Reg. (1926) Arts. 91 and 92. 


*Highfield vs. Delaware Trust Co., 152 Atl. 124 (Del. 
1930), aff'g 152 Atl. 117 (Del. Super. 1929). Pennsylvania 
so provides by statute. Pa. Stat. Ann. (Purdon, 1930) tit. 
72, $2301. 


% Stratton vs. United States, 50 F. (2d) 48 (C. C. A. 
ist, 1931), certiorari denied 284 U. S. 651, 52 Sup. Ct. 31, 
(1931); Matter of Dow’s Estate, 167 N. Y. 227, 60 N. E. 
439 (1901); Gleason & Otis, op. cil. supra note 16, at 348. 
But in New York if the donee fails to exercise the power, 
the tax is assessed on estate of donor. Jn re Duff, 114 Misc. 
309, 186 N. Y. Supp. 259 (1921). 


27Robinson, op. cit. supra note 16, at 81. 
287 bid. 


29Re Tillinghast, 94 Misc. 50, 157 N. Y. Supp. 382 (1916), 
aff'd 184 App. Div. 886, 170 N. Y. Supp. 1116 (1918). 


%Burnham vs. Treasurer, 212 Mass. 165, 98 N. E. 603 
(1912); Matter of Dow’s Est., supra note 26; Montague vs. 
State, supra note 20; Bentley, Inheritance Taxation on 
Powers of Appointment (1929) 23 Ill. L. Rev. 446, 451; 
Robinson, op. cit. supra note 16, at 23. 


The federal act, as amended, in 1926, reads: ‘‘The 
value of the gross estate of the decedent shall be determined 
by including the value at the time of his death of all prop- 
erty, real or personal, tangible, or intangible, wherever 
situated. a 

(f) To the extent of any property passing under a general 
power of appointment exercised by the decedent (1) by 
will, or (2) by deed executed in contemplation of, or in- 
tended to take effect in possession or enjoyment at or after 
his death, . . except in case of a bona fide sale for an 
adequate and full consideration in money or money’s 
worth.” 44 Stat. 70 (1926), 26 U. S.C. A. § 1094f (1928). 


This section of the Act was amended in June, 1932, by 
inserting between the words ‘“‘at or after, his death” and 
“except in case of a bona fide sale,”’ the following: ‘‘or (3) 
by deed under which he has retained for his life or any pe- 
riod not ascertainable without reference to his death or for 
any period which does not in fact end before his death (A) 
the possession or enjoyment of, or the right to the income 
from, the property, or (B) the right, either alone or in con- 
junction with any person, to designate the persons who shall 
possess or enjoy the property or the income therefrom. 
oe « = §6°47 Stat. 279 952), 26 U.S. C. A. § 1094f (Supp. 
1932). 

Farmers Loan & Trust Co. vs. Bowers, 29 F. (2d) 14 
(C. C. A. 2d, 1928); Leser vs. Burnet, 46 F. (2d) 756 
(C. C. A. 4th, 1931); Surrey and Aronson, Inter Vivos 
Transfers and the Federal Estate Tax (1932) 32 Col. L. Rev. 
1332, 1360. 


33Minis vs. United States, 66 Ct. Cl. 58 (1928), certiorari 
denied 278 U. S. 657, 49 Sup. Ct. 186 (1929); Fidelity- 
Phila. Trust Co. vs. McCaughn, 34 F. (2d) 600 (C. C. A. 
3d, 1929), certiorari denied 280 U. S. 602, 50 Sup. Ct. 152 
(1929); Stratton vs. United States, supra note 26; Lee vs. 
Commissioner, 57 F. (2d) 399 (App. D. C. 1931), certiorari 
denied 286 U. S. 562, 52 Sup. Ct. 645 (1932); Blackburne 
vs. Brown, 43 F. (2d) 320 (C. C. A. 3d, 1930). 


4Fidelity-Phila. Trus. Co. vs. McCaughn, supra note 33. 
%21 F. (2d) 164 (C. C. A. 3d, 1927). 

361 F. (2d) 987 (E. D. Pa. 1924). 

37Supra note 36, at 988. 

38See Surrey and Aronson, supra note 32, at 1361, 1362. 
*Fidelity-Phila. Trust Co. vs. McCaughn, supra note 33. 
40Per Kirkpatrick, District Judge, id. 604. 

4‘1Supra note 32. 

4“2Supra note 32. 

“Supra note 36. 

“Supra note 18. 

48See Gleason & Otis, op. cil. supra note 16, at 349. 

#182 N. Y. 238, 74 N. E. 882 (1905). 

47216 N. Y. 79, 110 N. E. 166 (1911). 
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48N. Y. Transf. Tax Law (1911). If the power is exer- 
cised to dispose of part of the property different from the 
way in which it would have gone if there had been no exer- 
cise, the tax willapply to that part only. Matter of Ripley 
122 App. Div. 419, 106 N. Y. Supp. 844 (1907) aff'd 192 
N. Y. 536, 84 N. E. 1120 (1908). If the donee makes 
material changes in the devolution, the rule in the Lansing 
case will not apply. Jn re Cooksey, 182 N. Y. 92, 74 N. E 
880 (1905). 

49Murphy’s Estate, 182 Cal. 740, 190 Pac. 46 (1920); 
see Gleason & Otis, op. cit. supra note 16, at 350. 


59Robinson, op. cit. supra note 16, at 20. 
51207 Mass. 588, 93 N. E. 973 (1911). 


5’23Burnham vs. Treasurer, supra note 30; see Attorney 
General vs. Thorpe, 230 Mass. 19, 119 N. E. 191 (1918). 


533Manning vs. Board of Tax Commissioners, supra note 
23, where the tax was assessed on the donor’s estate. For 
complete table of jurisdiction taxing transfers on non- 
exercise of powers, see Pinkerton and Millsaps, op. cit. supra 
note 19, at 136. 

54In Grant vs. Commissioner, 13 B. T. A. 174 (1928), 
the Board of Tax Appeals refused to impose a tax in this 
situation. However, Hancy vs. Commissioner, 17 B. T. A. 
464 (1929) expressly overruled the Grant case and imposed 
a tax. In Bishop vs. Commissioner, 23 B. T. A. 920 (1931), 
the same situation was involved. The Board accepted the 
decision of the Hancy case, expressly stating that it did so 
on the authority of Tyler vs. United States, 281 U. S. 497, 
50 Sup. Ct. 356 (1930). The Tyler case, however, was not 
precisely on point since a tenancy by the entirety, and not 
a power of appointment, was involved. However, the same 
reasoning should apply to both situations. Lee vs. Com- 
missioner, supra note 33, and Wear vs. Commissioner, 
26 B. T. A. 682 (1932) have reiterated the conclusions of 
the Bishop and Tyler cases. 

55McCord’s Est., 276 Pa. 459, 120 Atl. 413 (1923); 
Forney’s Est., 280 Pa. 282, 124 Atl. 424 (1924); Twitchell’s 
Est. 284 Pa. 135, 130 Atl. 324 (1925). 
56287 Pa. 61, 134 Atl. 429 (1926). 


57See Valentine’s Est., 297 Pa. 99, 146 Atl. 453 (1929); 
Mayer's Est., 14 D. & C. 521 (Pa. 1930); see also Hagen’s 
Est., 285 Pa. 326, 132 Atl. 175 (1926). The history of the 
doctrine is interesting. It was first applied by Judge Penrose 
of the Orphans’ Court of Philadelphia in Stoke’s Est., 20 
W. N. C. 48 (Pa. 1887) where creditors claimed the donee 
exercised the power in distributing, along with his other 
assets, the property subject to the power. “‘Blending’’ was 
argued by counsel for the creditors, Mr. John G. Johnson, 
in an endeavor to defeat the effects of the Pennsylvania rule 
that creditors of a donee cannot lay claim to property pass- 
ing under the exercise of a power. The court accepted the 
argument without citing a single authority in its favor. 
‘Blending’ was reiterated by the same Judge in Finn’s 
Est. (No. 2), 18 Pa. Dist. 408 (1899). McCord’s Estate 
supra was the first pronouncement of “‘blending’’ by the 
Pennsylvania Supreme Court. 


58McMurtry vs. State, 111 Conn. 594, 151 Atl. 252 (1930). 

59State vs. Probate Court, 124 Minn. 508, 145 N. W. 390 
(1914). 

60189 Cal. 377, 208 Pac. 282 (1922). 

61272 U. S. 567, 47 Sup. Ct. 202 (1926). 

6&McMurtry vs. State, supra note 58. 


63Re Brett, 123 Misc. 507, 205 N. Y. Supp. 154 (1922) 
aff'd 206 App. Div. 746, 200 N. Y. Supp. 915 (1923); In re 
Canda’s Est., 197 App. Div. 597, 189 N. Y. Supp. 917 
(1921); cf. Re Frazier, 188 N. Y. Supp. 189 (1912); Re 
Seaman, 187 N. Y. Supp. 254 (1913). 


8tWalker vs. Treasurer, 221 Mass. 600, 109 N. E. 647 
(1915); cf. Gardiner vs. Treasurer, 225 Mass. 355, 114 N. E. 
617 (1916). 


6&See Commonwealth vs. Duffield, supra note 13. 

Jn re Canda’s Estate, supra note 63. 

64Walker vs. Treasurer, supra note 64. 

68Many of the states have entered into “reciprocity” 
agreements in order to eliminate multiple taxation of per- 
sonal property. See Robinson, op. cit. supra note 16, at 
45, for list of states affected by such agreements. 

69]_ederer vs. Pearce, supra note 17; Lederer vs. Northern 
Trust Co., 262 Fed. 52 (C. C. A. 3d, 1920). 

Fidelity Trust Co. vs. McCaughn, supra note 36. 

See Leser vs. Burnet, supra note 32. 

7?Stratton vs. United States, supra note 26; Allen vs. 
Henggeler, 32 F. (2d) 69 (C. C. A. 8th, 1929), certiorari 
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CORPORATE FIDUCIARY ASSOCIATIONS 


Local and State Organizations—Trust Division, American 
Bankers Association 


Trust Section in Quaker 


State Working With Bar 


Cooperative program adopted by joint 
committee is summarized in report which 
stresses importance of maintaining and 
improving relations — Code provisions 
are adopted at annual conference held 
at Harrisburg 


A comprehensive program of cooperation 
between corporate fiduciaries and members of 
the Pennsylvania bar has been adopted by a 
joint “Committee of Six,” representing the 
trust company section of the Pennsylvania 
Bankers Association and the Pennsylvania 
3ar Association. 

The importance of maintaining and im- 
proving relations with the bar was empha- 
sized in a report submitted December 8 to 
the president and Council of Administration 
of the Pennsylvania Bankers Association. 
The report was signed by the “Committee on 
Cooperation with the Bar,’ the members of 
which are Frank G. Sayre, Pennsylvania 
Company for Insurance on Lives and Grant- 
ing Annuities, Philadelphia; Earl A. Morton, 
Commonwealth Trust Company, Pittsburgh ; 
Gwilym <A, Price, Peoples-Pittsburgh Trust 
Company, Pittsburgh; Edgar A. Jones, Scran- 
ton-Lackawanna Trust Company, Scranton ; 
and Carl W. Fenninger, chairman, Provident 
Trust Company, Philadelphia. Much of the 
work of this committee has been merged with 
the Committee of Six. 

“The program of the Committee of Six as 
finally decided upon is comprehensive and 
far reaching,” the report states, “and the 
major portion of its active program would 
be practically completed by the end of the 
year, had we not been compelled to give 
time and attention to securing success in 
connection with Constitutional Amendment 
No. 3 under which legal investments for trust 
funds are to be liberalized. This was fol- 
lowed by intensive work upon the “Fair 
Trade Practices’? Schedules. 

“However, the work already done and in 
process of completion can be stated briefly as 
follows: 


“Personal contact with leading lawyers 
and bankers in all counties in order to carry | 
the message of the committee’s program of 
work and to assist in its inauguration. 

“Speaking before County Bar Associations 
upon behalf of this work. 

“Acting upon grievances 
both sides. 

“Personal contact with five law schools in 
the state and arranging for a series of lec- 
tures by experienced trust administrators. 

“Outlining and preparing a series of ar- 
ticles for release in newspapers throughout 
the state in order to present the legal prac- 
titioner as well as the banker in a more fa* 
vorable light. 

“Preparation, publication and distribution 
of forms of wills and trust agreements for 
circulation through our members among 
members of the bar. 

“These are a few of the high lights and 
upon completion of the active program, a 
more detailed and explanatory report will be 
issued and held in readiness for our next 
annual meeting.” 


received from 


Two Hundred Attend Conference 


More than two hundred Pennsylvania trust 
executives attended the annual conference of 
the Trust Company Section, at which this 
report was read. 

The report of the trust department code 
committee was presented by Gwilym A. Price, 
vice-president, Peoples-Pittsburgh Trust Com- 
pany, Pittsburgh, chairman, After consider- 
able discussion and some amending of the 
tentative measure as offered by the commit- 
tee for the consideration of the conference 
the code was adopted. j 

Variations from the schedule of minimum 
rates established in the code are permitted 
in trust company groups within specified sec- 
tions of the state. It is provided, however, 
that supplementary schedules of this class 
must remain non-competitive. It is provided 
that trust companies doing business outside 
of the section in which their groups are cen- 
tered must adhere to the schedule prevailing 
in the territory where the business originates. 
This latter provision is in line with the reso- 
lution adopted by the eleventh Pacific Coast 
and Rocky Mountain States trust conference 
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President, Lafayette Trust Company, Easton, Pa., Chair- 
man, Trust Company Section, Pennsylvania Bankers 
Association 


at San Francisco, October 27th. and reported 
in November TRUST COMPANIES, page 542. 

The code as adopted requires the abolition 
of such services as the giving of advice or as- 
sistance to individual executors and admin- 
istrators in the settlement of estates; settling 
of estates for customers of the banks; advice 
concerning probate of wills, appraisals and 
the filing of inventories, preparing estate and 
inheritance tax returns for individual fidu- 
ciaries. 

The code provides that although trust com- 
panies are urged to continue ‘“unexception- 
able business and financial service,’ they must 
use discretion in rendering personal service 
to beneficiaries. The code sets forth that 
such personal service should never be ren- 
dered except when required by law. 

The code prohibits trust companies from 
handling business in which they have any 
personal financial interest, direct or indirect, 
in the trust investments, bought for and/or 
sold to the trusts of which they are trustees. 
Cooperation between trust companies and life 
underwriters is urged as productive of the 
best mutual service to the public. 


The Norristown-Penn Trust Company, Nor 
ristown, Pa., has elected Norris ID. Wright as 
president to succeed Adam Scheidt. recently 
deceased. Mr. Wright was formerly execu- 
tive vice-president. 
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Protest Against Monetary 
Uncertainty, Scully Urges 


St. Louis Corporate Fiduciaries Association 
hears plea for active participation in ef- 
forts to protect beneficiaries of estates 
—Dilemma of trustee in investment of 
trust funds is subject of address—Several 
informal talks at meeting 


A plea to trust men to “join forces with 
those who have already spoken in solemn 
and emphatie protest’? against monetary un- 
certainties was made by C. Alison Seully, 
vice-president of the Bank of the Manhat- 
tan Company, New York, at a meeting of 
the St. Louis Corporate Fiduciaries Associa- 
tion, November 27th, at the St. Louis Coun- 
try Club. 

Informal addresses were made by Judge 
Thomas C. Hennings, vice-president, Mercan- 
tile-Commerce Bank & Trust Company, St. 
Louis, A, Holt Roudebush, vice-president, 
Mississippi Valley Trust Company, St. Louis, 
Isaac H. Orr, chairman of the board, St. 
Louis Union Trust Company, St. Louis, and 
Albert T. Terry, a director of the Boatman’s 
National Bank, St. Louis. The meeting was 
attended by a large number of bank officials 
and directors, in addition to the regular of- 
ticers of the association. Alfred Fairbank, 
vice-president and trust officer, Boatman’s 
National Bank, St. Louis, presided at the 
meeting. 

Mr. Seully, in discussing “‘the dilemma ot 
the trustee in the investment of trust funds,” 
mentioned three possible courses of action 
for the trustee in meeting the threat of in- 
flation: (1) the purchase of common stocks, 
(2) the purchase of real estate, and (3) the 
purchase of obligations payable exclusively 
or alternately in other currencies. He ex- 
plained, however, that his discussion was re- 
stricted in its application to those cases in 
which the trustee has broad general power in 
investments, “unhampered by irksome re- 
strictions of statute or the will under which 
he is acting.” 


Purchases of Common Stock 


On the subject of common stock purchases, 
Mr. Scully said: 

“Should 
ing obligations and buy common stocks? All 


interest bear- 


© 


trustees sell fixed 
trustees have been subjected to persistent 
and insistent demands on the part of benefi- 
ciaries, co-trustees and others interested to 
do just this. But trustees generally have 
been quite reluctant. 


“IT know of several New York trust com- 











panies that have bought common stocks in 
trust accounts as a hedge against the effects 
of inflation. Some have come out openly and 
said so. 

“We have gone over our trust accounts and 
have made special analyses of them in study- 
ing the problem. In most cases we are pre- 
vented from doing anything by the restric- 
tions of statute law or the terms of the wills 
or deeds under which we are acting, but in 
certain other cases, that is, in cases in which 
we are advised by counsel that we have suffi- 
ciently broad powers, we have bought com- 
mon stocks and we are buying them in 
amounts generally not to exceed between 20 
per cent and 33 per cent of the total of the 
trust fund. 

“It is our considered opinion based upon 
mature consideration and extended discus- 
sion, upon advice of counsel, and having due 
regard for the best informed opinion on finan- 
cial matters today that the purchase of com- 
mon stocks in at least such proportion is a 
reasonable and advisable method for conserv- 
ing principal under present conditions. In 
other words, we have adopted this policy as a 
measure of conservation, in fulfillment of 
what we consider the first duty of the trustee. 

“We realize, however, that in buying them 
there are two distinct hazards: one is the 
market value or realizable value of the 
shares; the second is the current and pros- 
pective income return. * * * Notwithstanding 
these disadvantages and being fully conscious 
of them, we feel that the balance of the scales 
favors some purchase of common stocks un- 
der present conditions and we are buying 
them.” 

Real estate is regarded by Mr. Scully, “‘by 
and large,” as “a suitable form of investment 
to guard against the possible effects of in- 
flation.’”” He pointed out, however, that “the 
buying of real estate as a trust investment 
is fraught with many dangers, and I do not 
know of any trust company which has de- 
cided as a matter of policy to buy real estate 
as an offset to the possible effects of infla- 
tion. Most real estate held by trustees has 
come to them direct from the decedent.” 

After discussing various possible purchases 
of obligations payable exclusively or alter- 
nately in other currencies, Mr. Scully re- 
marked that “there is no certain way by 
which the further effects of inflation or de- 
basement may be neutralized.” 


Protest Regarded as Duty 
His appeal to trust men to make their posi- 
tion clear on monetary uncertainties followed 
the discussion of investment subjects. 
“If, then, in looking toward the horizon we 
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MID-WINTER TRUST 
j CONFERENCE 


What promises to be one of the most 
constructive conferences on problems 
of trust administration will be held in 
New York, February 13th to 15th, in- 
clusive, when the Trust Division of the 


American Bankers Association will 
hold its fifteenth annual conference. 


A program is being prepared which 
will give special attention to such topics 
as currency stability and its effects on 
investment policies; real estate prob- 
lems, taxation, and operations under 


the N. R. A. Code. 


The meetings, to be held at the Wal- 
dorf-Astoria, will bring together repre- 
sentatives of leading banks and trust in- 
stitutions throughout the country, with 
opportunity for open forum discussions. 
The conference will be opened by H. O. 
Edmonds, president of the Trust Divi- 
sion and vice-president of The Northern 
Trust Company of Chicago. 


The annual banquet which brings the 
conference to a close will be held on 
the evening of Thursday, February 
15th. 








see clouds of doubt, conjecture and uncer- 
tainty, is there anything more we can do at 
this time? There is. We should join forces 
with those who have already spoken in sol- 
emn and emphatic protest on behalf of the 
thousands of beneficiaries of trust estates in 
the United States against the uncertainty in 
monetary policy of the Government and the 
variable currency standard as expressed by 
the President of the United States. 

“If we are to keep faith with the dead, we 
must no longer sit as silent spectators of ex- 
periments in currency matters. The men and 
women, whose estates we are administering, 
are not here to speak for themselves. They 
have entrusted to us the well-being of their 
families, Their estates represent the result 
of years of hard work and saving. The in- 
come from these trust investments has fur- 
nished shelter, food, clothing, education and 
the other necessaries of life for the widowed, 
the infirm, the infant children, the feeble- 
minded and the other dependents of those 
who are gone. 


“No one questions the eager desire of the 
President to do his utmost for the welfare 
of the American people or the benevolent 
concern of the Chief Executive for all classes. 






































Service in Canada 


We invite correspondence 
with United States cor- 
porations and individuals 
requiring a trustee to deal 
with Canadian assets. 


National Trust 


Company, Limited 


CapitalandReserve .. . $6,000,000 
Assets under Administration, $267,000,000 
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* * * But someone should point out that the 
present currency measures of the Govern- 
ment in seeking to alleviate the anxiety and 
distress of certain classes of our people are 
doing a violent injustice to another class 
which is certainly as deserving of the Gov- 
ernment’s sympathetic consideration as any 
class can be. 

“We must not permit our sober criticism 
to be either distorted or misunderstood. It 
will be alleged that the corporate fiduciaries 
of the country are the representatives of the 
vested interests, the spokesmen of entrenched 
wealth, or as Professor Tugwell has sug- 
gested in a recent address, that we are 
‘trotting out all the old shibboleths.’ Let us 
lay this ghost before it is raised. For every 
estate in our charge to which the term ‘for- 
tune’ may properly be applied, there are 
hundreds of estates of small and modest 
amount. For every beneficiary whose income 
is liberal, there are literally thousands of 
beneficiaries who depend for the simplest ne- 
cessities of life upon the income we are able 
to pay them. 

“Nor is this a partisan political matter. 
The issue cuts straight across party lines.* * * 

“Organized opinion is already beginning to 
be heard. The beneficiaries of trust estates, 
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the depositors in the savings banks, the hold- 
ers of life insurance policies, in short, the 
great majority of our people, who belong to 
no bloc, who have as yet no organized opin- 
ion, must look to some group to represent 
them. I hope in this as in all other respects 
the Corporate Fiduciaries of the country will 
measure up to the high standard of trustee- 
ship expected of us.” 





Planned Trust Program 
Is Adopted in Georgia 


Activities scheduled by trust officers for 
ensuing year grouped under four head- 
ings, legislative, promotional, administra- 
tive and cooperative, with able men se- 
lected to head each group—Detailed 
statements issued at convention 


A “Four-Square Planned Trust Program’”’ 
was outlined at the second session of a con- 
vention of trust officers held in Atlanta, Ga., 
November 24-25, by the Fiduciaries Division 
of the Georgia Bankers’ Association, This 
division is directed by the “Committee on 
Trust Affairs” of the association. In the 
first session, the order of business was dis- 
cussion and adoption of the standard uniform 
schedule of minimum fees for trust services. 

Legislation, promotion, administration and 
cooperation were the four major subjects cov- 
ered in the program for the ensuing year, as 
outlined by Lee 8S. Trimble, chairman of the 
committee on trust affairs and vice-president 
and trust officer of the Georgia Railroad 
Bank & Trust Company, Augusta, Ga. 

“If planned activity is good for govern- 
mental uses,’”’ Mr. Trimble pointed out, “then 
surely the idea can be adopted to the use of 
trust executives.” 


Summary of Plan 

In reviewing the four general phases of the 
program, Mr. Trimble said: 

“The first named, legislative, is of first im- 
portance since we have long chafed under the 
difficulties imposed by the probate procedure 
we have to follow in Georgia, and relief will 
only come in response to our own efforts. 
Much study and research must precede a leg- 
islative program, which in turn must be for- 
mulated in advance of the next legislative 
session. To head up this division, J. C. 
Shelor, assistant trust officer, Trust Company 
of Georgia, Atlanta, Ga., has been chosen. 

“The division of promotional activity is 
designed to deal with sound plans that will 
promote and popularize trust service. There 
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are two phases of this task—plans direct and 
indirect in their application, direct being 
those that influence favorable action or at- 
titude toward a particular department or 
plan, and indirect, such as public education, 
sometimes termed propaganda. 'The leader 
named for this divisional effort is Jack B. 
Key, vice-president and trust officer of the 
Merchants & Mechanics Bank, Columbus, Ga. 

“In the cooperative section, there will be 
needed sage counsel and conservative leader- 
ship, for our dealings with other businesses 
and professions are important and friction 
sometimes develops. The man named to di- 
rect this work is perhaps the first to come 
to your mind as ideal for the place, and is 
the dean of trust men in the state—Gordon 
L. Groover, vice-president and general trust 
ofticer of the Citizens & Southern National 
Bank, Savannah, Ga. 

“Not so much stress has been laid, as might 
be, on developing the technique, so to say, 
of trust operations. If it is true that how 
we say a thing is as important as what is 
said, then by the same reasoning, how we 
administer these trusts we undertake is fully 
as important as any other phase of the busi- 
ness. So, recognizing the place of such effort 
in our program, an administrative division 
has been set up, and Walter S. Cothran, vice- 
president and trust officer of the National 
City Bank of Rome, Ga., is in charge. 

“It is not unusual in organized banking for 
committees to be named and after the first 
flurry, all will relax into a comatose state 
until the next convention date, but this is a 
live bunch of workers and their interest in 
the work is genuine. All have ideas and the 
opportunity to test them out. 

“Someone might object to an aggressive 
campaign just now, when standing still seems 
a national pastime, and when bankers have 
been so long condemned and attacked that 
they most desire a respite and peace for a 
while, But, trust service has no apologies to 
make; no sins to atone for, so our best hope 
lies, in adopting, then following through on 
an active constructive program for the ben- 
efit of the business that is the most sacred of 
all secular callings.” 


Legislative Program 

In outlining the legislative program Mr. 
Shelor stated: 

“Fortunately we are not faced with a ses- 
sion of the General Assembly in the immedi- 
ate future, but it is the consensus of opinion 
of those engaged in trust work that possible 
changes in our laws should now be given 
consideration in order that a definite affirma- 
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tive program may be presented at the proper 
time. 

“It is felt that the following matters are 
worthy of serious consideration by the trust 
officers in this state: 

“Protection of the use of word ‘trust.’ 

“Protection of trust deposits. 

“Clarification of laws regarding 
thrift’ trusts. 

“Additional allowances to testator’s widow. 

“Clarification of laws regarding irrevocable 
trusts. 

2 ‘Requirement that only a written contract 
'té hake a will should be valid. 
“Olarification of laws regarding investment 
tpoWers given fiduciaries where instrument 
Fallows them ‘discretion’ in such matters. 
' “Filing of annual returns to be changed 
to date of anniversary of appointment. 

“Allow successor fiduciary to be given same 
powers as original unless contrary intent ex- 
pressed in instrument. 

“United States Government bonds to be 
included among those legal for trust funds. 

“Permit earlier sale of assets by reducing 
period of advertising where court order re- 
quired. 

“Permit majority of the executors and 
trustees to act in all matters unless other- 


‘spend- 


wise required by the particular instrument. 


“Extension of period during which the 


business of decedent may be operated. 

“Assist proper parties in such tax reforms 
as may be deemed advisable.” 

Mr. Shelor urged the trust officers of Geor- 
gia to confer with their attorneys and then 
to furnish him with comments relative to 
the legislative program and suggestions for 
additions thereto. 


Promotional Activities 


“The most valuable promotional effort at 
the present time is in the direction of the re- 
building of public confidence in banking in- 
stitutions. Every means available should be 
utilized to this end,’ Mr. Key stated when 
he suggested the following tentative program 
for the division of promotional activity: 

“Join the Financial Advertisers Associa- 
tion or some other organized agency, to re- 
ceive all literature they issue and portfolios 
they have on promotion. Use this advertising 
through the local press or other agencies that 
will get our educational efforts over to a 
large number of our people. 


“Promote and edit a medium for exchange 
of ideas, either through a separate publica- 
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tion or a mimeographed sheet or a division 
or section of some existing publication, for 
the exchange of ideas among trust men of 
the state. 


“Get speakers on convention programs and 
also use speakers before local clubs and as- 
sociations at every available opportunity. 

“Every trust officer within our state be 
constantly on the alert for new ideas, good 
new books on trust work, and helpful sug- 
gestions of any nature to immediately pass 
on to his fellow trust officers.’ 


Administrative Division 


In discussing the work planned for the 
administrative division, Mr. Cothran stressed 
the value of a forum for the exchange of 
ideas and information. He said: 

“Questions of legal importance; problems 
of administration ; protective clauses in trust 
instruments; unusual incidents and _ situa- 
tions that have arisen in administration, and 
their solution; common complaints from ben- 
eficiaries and how answered ; successful plans 
for securing new business; development of 
the best relations with other businesses and 
professions; special office forms; time sav- 
ing devices in bookkeeping—all of these, and 
many other subjects, may be profitably dis- 
cussed.” 

Mr. Groover, who is chairman of the co- 
operative work of the division, said in part: 

“I feel that there has never been a time 
in the history of the world when trust com- 
panies and banks doing a trust business had 
a greater responsibility than at the present 
time. We are rendering a service to the peo- 
ple of Georgia as a whole that will not only 
be of benefit today but will extend to future 
generations. 

“To render the greatest service, it is ab- 
solutely necessary that we have a _ broad 
spirit of cooperation, not only with prospec- 
tive clients, but with all who are interested 
in this class of business. We have always 
taken the position that we should cooperate 
just as closely as possible with the legal fra- 
ternity; there should never be any competi- 
tion between the lawyers and the banks doing 
a trust business. They both owe a responsi- 
bility to their clients who are arranging their 
estate affairs and there is no reason why we 
should not work together in perfect harmony. 

“T still feel that there is a wonderful work 
that can be done, if the banks and trust com- 
panies and the insurance companies will co- 
operate as they should. The primary busi- 
ness of all insurance companies is to insure 
lives, the primary object of a bank or trust 
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company is to preserve property. We should 
embrace every opportunity that will tend to 
make the insurance companies and the banks 
and trust companies work together, for by 
so doing, I am absolutely sure that we will 
render the greatest service to our mutual 
clients. 

“There is still a broad field open for edu- 
cating the people: First, to make a will, and 
secondly to know that the will is so written 
that whoever administers the estate can do 
it in the most advantageous way. It is un- 
necessary to go into detail, but while the tes- 
tator should throw around every safeguard 
to protect the estate, at the same time it 
should be broad enough to give the executor 
or trustee enough latitude that he would 
not be unnecessarily hampered. 

“While banking as a whole has been sub- 
ject to very severe criticism, and undoubtedly 
a great deal of it was deserved, we all know 
that there are still a great many banks which 
are run on absolutely conservative lines and 
have in view the benefit to their clients at all 
times. I believe that there is a wonderful 
field in the future for banks and trust com- 
panies to render a service to the people of 
Georgia that will amount to more in the 
years to come than in the years that have 
passed.” 


L. A. CHAMBLISS 
Chairman, Publicity Committee, New Jersey Bankers 


Association, and Assistant Vice-president, Fidelity Union 
Trust Co. of Newark 
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Jersey Conference Program 


Announced by C. K. Withers 


Trust matters scheduled to occupy most at- 
tention on first day of mid-winter session 
at Trenton—Judge Gilbert T. Stephen- 
son to be guest speaker at joint luncheon 
with Rotarv Club—List of conference 
committee members 


The tentative program for the first mid- 
winter banking and trust conference of the 
New Jersey Bankers Association to be held in 
Trenton January 18th and 19th has been an- 
nounced by Carl K. Withers, president of 
the New Jersey Bankers Association and 
trust officer of the First-Mechanics National 
Bank of Trenton. 


The first day will be devoted largely to 
trust matters, and the list of subjects to be 
discussed includes addresses on public rela- 
tions: real estate and mortgages; cooperation 
between the inheritance tax bureau and cor- 
porate trustees; effect of the present mone- 
tary plans on trust investments; and inher- 
itance and gift taxes. 
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Investment Supervision 


Investment management accounts 
at the Fiduciary Trust Company 
are constantly supervised by the 
Company’s own investment staff. 
In addition, they are under day- 
by-day review by outside invest- 
ment counsel—thus receiving 
continuous supervision from 
two independent investment 
organizations. 
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On the evening of the 18th a banquet will 
be held. The second day of the conference 
will be devoted to commercial banking, and 
addresses will be delivered on the value of 
credit bureaus and the interchange of credit 
information ; the future of commercial paper ; 
the banker and his duty to industry; getting 
the banker back into the banking business ; 
what has the banker a right to expect when 
considering the certification of a statement 
by a certified public accountant; and pro- 
posed changes in the Banking Act of 1933. 

On the same day there will be held a joint 
luncheon with the Rotary Club at which 
Judge Gilbert T. Stephenson, vice-president 
of the Equitable Trust Company of Wilming- 
ton, Del., and formerly president of the Trust 
Division, American Bankers Association, will 
be the guest speaker. 

The committee in charge of this year’s 
conference will be: General Conference 
Chairman, F,. Irving Walsh, vice-president, 
Plainfield Trust Company, Plainfield ; Chair- 
man Banking Conference, W. Paul Stillman, 
president, National State Bank, Newark; 
Chairman Trust Conference, George Letter- 
house, trust. officer, Commercial Trust Com- 
pany of New Jersey, Jersey City. 
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Separate Meetings Please 
Trust Division in Texas 


"More work done" is opinion of several 
who attended Fort Worth session—E. C. 
Barkley, in address, says monetary uncer- 
tainties make it unsafe to rely entirely on 
precedents in selecting trust investments 





Reports received from the twelfth annual 
meeting of the Trust Section, Texas Bankers 
Association, held at Fort Worth, Texas, No- 
vember 24th and 25th, indicate continued ap- 
proval of the practice of holding meetings at 
different dates from those scheduled for the 
annual meetings of the parent organization. 
It has been found that more work is done 
when the meetings are devoted entirely to 
matters affecting trust men. 

The first day was given over to scheduled 
talks, and the usual discussion of difficulties 
in connection with trust matters that ordi- 
narily arise, especially today, wherever trust 
men get together, 

D. E. Blackburn, vice-president, Victoria 
Bank & Trust Company, Victoria, Texas, 
president of the Texas Bankers association, 
extended greetings to the assembled trust 
men. He was followed by Guy Price, vice- 
president and trust officer, Fort Worth Na- 
tional Bank, Fort Worth, Texas, who dis- 
cussed “Increased Enforcement and More Ef- 
ficient Administration of Inheritance Taxes,” 
making specific reference to Senate Bill 412. 

O. E. Davis, trust officer First National 
Bank, Beaumont, Texas, spoke on the sub- 
ject “The Status of Insurance Trusts at Pres- 
ent Time,” and E. C. Barkley, vice-president, 
Second National Bank, Houston, Texas, took 
the subject “Trust Investments in the Pres- 
ent Era.” Other topics were: 

“The Position of the Bar Toward Fidu- 
ciaries and Lawyers’ Criticism of Trust Com- 
panies’’—A. B, Culbertson, attorney, Perkins 
& Culbertson, Fort Worth. 

“Duty and Liability of Trustees with Re- 
spect to Investments Made by Trustors”’— 
B. G. Mansell of Bryan, Stone, Wade and 
Agerton, attorneys, Fort Worth. 

“Unprofitable Trust Business’”—J. B. Ham- 
ilton, assistant trust officer, First National 
Bank, Fort Worth. 

“Progress of Trust Departments in 1932- 
33”°—A. H. Muir, assistant trust officer, Frost 
National Bank, San Antonio, 

The second day’s meeting was given over 
exclusively to discussion and adoption of a 
uniform schedule of fees for Texas trust in- 
stitutions for incorporation in the Bankers 
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Code of Fair Competition. This discussion 
was led by Allen R. Cline, vice-president, San 
Jacinto Trust Company, Houston. 

The organization of the Texas Trust Sec- 
tion is in the hands of an executive commit- 
tee of three. The present personnel of the 
committee is as follows: I. M. Herz, trust 
officer, City National Bank, Galveston, chair- 
man; Guy Price, vice-president and trust of- 
ficer, Fort Worth National Bank, Fort Worth, 
and W. Browne Baker, vice-president and 
trust officer, Guardian Trust Company, Hous- 
ton. 


Barkley Discusses Investments 

Monetary uncertainties make it unsafe to 
rely entirely on precedents in the selection of 
trust investments, was an opinion expressed 
by E. C. Barkley. 

After calling attention to obligations of the 
United States, carefully selected prime mu- 
nicipals located within the boundaries of the 
United States proper, prime general market 
bonds, and first mortgage real estate loans 
not exceeding 50 per cent of the reasonable 
value of homes occupied by owners and pay- 
able in reasonable principal installments, Mr. 
Barkley asked: 

“Tf we cannot recommend the investments 
that I have touched upon, what really can 
be recommended? For when the smoke of in- 
flation has cleared away and our currency 
is once more on a sound basis—-as economic 
history records must take place—what will 
be the position of our trusts, as well as the 
eonservative individual investor, if all, or a 
good part, of their funds have been invested 
in what has always been considered the ‘safe 
investment’ ? 

“With the disturbing factors with which 
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we are all conversant, it is my humble opin- 
ion that we should be casting about for ways 
and means of conserving the principal of our, 
trusts in some other direction. The question 
has been in my mind for some months past 
as to whether or not the beneficiaries of our 
trusts should not be fully advised of our in- 
vestment problems and their counsel and ad- 
vice, whenever possible, secured as to a pos- 
sible modification of our investment policy 
until the present uncertainties have cleared 
either in whole or most substantially in part. 

“I have never thought it wise for a trust 
to purchase or retain common stocks, no mat- 
ter how well-seasoned they might be. Neither 
have I thought it advisable for a trust to own 
real estate or any other tangible assets with 
more or less speculative possibilities. How- 
ever, if we see that inflation is upon us, 
would it not be our duty to immediately turn, 
at least in part, to such investments, well 
diversified, until the inflation ‘tidal wave’ has 
subsided ? 

“Please do not misunderstand me; I am not 
recommending at the moment such a course, 
and such a course should not be pursued 
without the most calm and mature delibera- 
tion on the part of our investment commit- 
tee, collaborating with the beneficiaries and 
others that should and must be consulted, if 
possible, as I feel that the holding of assets 
such as I have just mentioned during a pe- 
riod of inflation would be the only means 
that I know of at the moment that would act 
as a buffer to principal losses that I am fear- 
ful will come to our so-called conservative 
trust investments when the inflation wreck 
has been cleared away. 

“IT feel that past experience—especially the 
past few years—has taught all of us a lesson 





TRUST COMPANIES 


WASHINGTON, D. C. 


She 
WASHINGTON LOAN 
and TRUST COMPANY 


PIONEER TRUST COMPANY OF THE NATIONAL CAPITAL 
FISCAL AGENT OF THE ARMY AND NAVY CLUB 
TRUSTEE OF THE WASHINGTON FOUNDATION 
TREASURER OF ENDOWMENT FUND, THE AMERICAN NATIONAL RED CROSS 


West End Office 
17th St. at G, N. W. 


Member 
Federal Reserve System 


Central Office 
F Street at 9th, N. W. 


that we will not soon, and never should, for- 
get, in connection with the handling of real 
estate loans for our trusts; and regardless of 
the fact that real estate values in what we 
now term the ‘jazz era,’ prior, we will say, 
to October, 1929, were greatly inflated, even 
loans that were made in that era on homes 
have, in my opinion, in the vast majority of 
instances, stood the acid test of present de- 
pressed conditions and will prove, in the long 
run, among the best, if not the best, invest- 
ment that our trusts have held. I especially 
have reference to the loan that was made at 
that time on which the maker was required 
to pay on the principal reasonable monthly, 
quarterly, semi-annual or annual reductions. 
My experience with loans of this kind has 
been most satisfactory in the majority of in- 
stances. Even the loan that was made for a 
straight four- or five-year period, without 
any principal reductions, that was carefully 
serviced, the maker paying interest as it ac- 
crued, taking care of his taxes, insurance, up- 
keep on the property, has turned out very 
well even if the particular piece of property 
securing this class of loan has depreciated in 
value to where, up to a short time ago, it 
was worth just about the amount of the loan 
when it matured. The four- and five-year 
loan, without principal reductions, with in- 
terest, taxes and insurance unpaid, and with- 
out proper improvements during the past 
two or three years, is the one that is caus- 
ing, I think, all of us the most concern. * * * 
I feel, as I believe that all or a good major- 
ity of you do, that a well selected home loan 
in the present era is hard to improve on, if 
the conservative investment is to be main- 
tained. 

“Our problem in connection with the proper 
administration of trusts has always been to 
avoid a speculative position, but with the 
prospect of inflation, who among us can an- 
swer what a speculative position will be and 
just what we should do to avoid in whole, or 
in part at least, having our trusts placed in 


this position? Should we not, therefore, con- 
sider other forms of investment after most 
mature deliberation on the part of our in- 
vestment committees, taking into considera- 
iton, of course, circumstances surrounding 
ach trust?’ 

In summarizing his remarks Mr. Barkley 
said: “I am fearful that we are headed for 
a substantial depreciation in fixed interest- 
bearing securities of the eligible type for 
trust investments; that I am not an advo- 
cate—never have been—of investing trust 
funds in common stocks, even of the most 
conservative and well-established nature; nor 
real estate, or any other form of investment 
that might touch upon the speculative angle. 
I do, however, advocate, as I am sure that 
all of us are doing, that we watch the trend 
of events day by day, keep ourselves well 
posted and be prepared on short notice to lay 
the investment position of our trusts before 
our investment committees and/or possibly 
our beneficiaries, to see just what steps 
should be taken to probably change our pol- 
icy of purchasing entirely what we have been 
educated to believe was the conservative in- 
vestment.” — 

Ryburn G. Clay, president of the Fulton 
National Bank, Atlanta, Ga., has been elected 
a Class A director of the Federal Reserve 
Bank of Atlanta. He will succeed H. Lane 
Young, vice-president of the Citizens & South- 
ern National Bank, Atlanta, who retires on 
January ist, after having served as a di- 
rector for six years, 

The First National Bank & Trust Company 
in Macon, Ga., has elected Marion H. Liles as 
president to succeed M. K. Hunter, who has 
become president of the Liberty National 
Bank & Trust Company, Savannah, Ga. 


The board of directors of the Security Na- 
tional Bank of Greensboro, N. C., have 
elected James W. Poole vice-president of the 
bank’s (recently opened) High Point branch. 
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Fiduciary Bodies Urge 
Fixed Money Standard 


Send messages to President Roosevelt 
pointing out that thousands depend for 
necessities of life on income from trust 
funds—Express sympathy with desire of 
Government to benefit people as whole 


President Roosevelt recently received num- 
bers of telegrams and letters from corporate 
fiduciary organizations. The appeals urged 
that beneficiaries under trusts.be given seri- 
ous consideration in the matter of departure 
from a fixed monetary standard. 

The message from the Corporate Fiduci- 
aries Association of New York City read: 

“The members of this association act as 
trustee, executor, guardian, committee of in- 
competents and in other trust capacities. 
Thousands of people, most of them in moder- 
ate or limited financial circumstances, are de- 
pendent upon the income of these trust funds 
for food, shelter, clothing and the necessities 
of life. Many among them are infirm or in- 
valids, or for some other reason and through 
no fault of their own are incapable of self- 
support, 

“The investment of these trust funds in 
the great majority of cases is by statute, by 
the terms of wills and deeds under which we 
are appointed and under the established prin- 
ciples of law and sound investment practice 
limited to bonds of the United States Gov- 
ernment, states, cities, first mortgages on im- 
proved real estate and other fixed interest 
bearing obligations. 

“While we have every sympathy with the 
desire of the Government to adopt measures 
which will prove beneficial to the people as 
a whole and rectify some inequities of the 
present economic situation, it is the consid- 
ered judgment of this association that any 
departure from a fixed currency standard is 
a grievous wrong to the beneficiaries of es- 
tates that we represent and we solemnly urge 
that the currency policy of the Government 
be determined only after due consideration 
of their welfare.” 

The letter from the Corporate Fiduciaries 
Association of Philadelphia stated that the 
association “is deeply concerned with any 
financial measures that in any way unfavor- 
ably affect investments and the income there- 
from, and it desires to express its strong 
feeling, and so records itself, that any de- 
parture from a fixed currency standard will 
have a disastrous effect on the income from 
trust funds and the beneficiaries thereof.” 


“TRUST SERVICE EXCLUSIVELY 


CALIFORNIA 
TRUST COMPANY 


LOS ANGELES 


You can—with contidence—delegate 


to us the responsibility of repre- 


senting you in any trust capacity. 


OWNED BY 


CALIFORNIA BANK 





AWAIT NEW JERSEY CONFERENCE 


The Bergen County (New Jersey) Corpo- 
rate Fiduciaries Association has confined its 
recent activities to the preparation. of the 
necessary Trust Code for Services. 

This work was directed by a special com- 
mittee appointed by Albert T. Sneden, presi- 
dent of the association and president of the 
Closter National Bank & Trust Company, 
Closter, N. J. The members of this group 
were William H. Harvey, vice-president and 
trust officer, Rutherford Trust Company, 
Rutherford, N. J., Frank Vreeland, vice- 
president and trust officer, Peoples Trust & 
Guaranty Company, Hackensack, N, J., and 
H. G. Stewart, ass’t treas. Palisades Trust & 
Guaranty Company, Englewood, N. J. 

Anthony Pepe, secretary of the association 
and secretary and treasurer Bank of Bogota, 
Bogota, N. J., advises that there will not be 
any further activity of the association until 
after the annual trust conference of the New 
Jersey Bankers Association, which will be 
held in Trenton, N. J., January 18 and 19, 
1934, as the members of the association will 
participate in the conference. 
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Maine Association Elects 
Officers—Fees Are Revised 


Members of executive and standing com- 
mittees are announced—Trust men at an- 
nual meeting hear specialist on railroad 
situation—Twenty-two trust institutions 
of state are now represented 


At the recent annual meeting of the Cor- 
porate Fiduciaries Association of Maine the 
following officers were elected : 

Ralph A. Bramhall, vice-president, The 
Portland National Bank, president; Alden H. 
Sawyer, assistant trust officer, National Bank 
of Commerce of Portland, secretary and 
treasurer; Otto H. Nelson, vice-president, 
Merrill Trust Company, Bangor, and A. F. 
Maxwell, vice-president, First National Bank, 
Biddeford, members of the executive com- 
mittee for three years. 

The other members of the executive com- 
mittee are the officers given above and Par- 
ker B. Smith, First National Bank, Lewiston ; 
Karl R. Philbrick, assistant secretary and 
assistant treasurer, The Eastern Trust & 
Banking Company, Bangor; Sewall C. Strout, 
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vice-president, The Canal National Bank, 
Portland, and Homer E. Robinson, president, 
The First National Bank, Rockland. 

The only standing committee at present is 
the committee on fiduciary fees consisting of 
Roland E. Clark, vice-president, National 
sank of Commerce of Portland, chairman, 
Sewall C. Strout and A, F. Maxwell. This 
committee since the annual meeting has re- 
vised the fee schedule which has been in ef- 
fect several years. 

At the annual meeting of the association J. 
Stanley Howard, railroad’ specialist for 
Hornblower & Weeks, discussed the railroad 
situation. Leon M. Little, vice-president, New 
England Trust Company, Boston, reported in 
detail the Chicago convention of the Ameri- 
ean Bankers Association and spoke briefly 
on the Bankers’ Code. 

The Maine association at present has a 
membership of twenty-two trust institutions 
of that state. 





Walter G. Nicholson, who has been cashier 
of the Merchants National Bank, Aurora, IIL, 
since 1923, has been elected president of that 
institution to succeed Frank J. Knight, re- 
signed. Donald J. DeFrates, formerly as 
sistant cashier, has been made cashier. 
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T. Stanley Holland, trust officer, American 
Security & Trust Company, Washington, D. C. 
and chairman of the Fiduciaries Section, Dis- 
trict of Columbia Bankers Association, has 
announced the following committee appoint- 
ments for the current association year: 

Standardization—Kenneth F. Brooks, Riggs 
National Bank, chairman; Bruce Baird, Na- 
tional Savings & Trust Company; Erskine 
Gordon, Hamilton National Bank; Edward 
L. Hillyer, Union Trust Company; T. Stanley 
Holland, American Security & Trust Com- 
pany; R. P. Hollingsworth,, National Metro- 
politan Bank; William E. Howard, National 
Bank of Washington; C. D. Ratcliffe, Munsey 
Trust Company; William V. Simmons, Lib- 
erty National Bank; James A. Soper, Lin- 
coln National Bank; William B. Wolf, Second 
National Bank; Leonard Marbury, Washing- 
ton Loan & Trust Company. 

Taxation—William Rea, American Security 
& Trust Company, chairman; Bernard L. 
Amiss, Washington Loan & Trust Company ; 
Anthony J. Byrne, Munsey Trust Company ; 
Henry. K. Dierkoph, Riggs National Bank; 
Aubrey O. Dooley, Hamilton National Bank ; 
Irving Zirpel, Union Trust Company; David 
Bornet, National Savings & Trust Company. 

Trust Law and Legislation—Sidney F. Tal- 
iaferro, Riggs National Bank, chairman; Da- 
vid Bornet, National Savings & Trust Com- 
pany; David N. Houston, American Security 
& Trust Company; George M. Mckee, Rigg 
National Bank; Erskine Gordon, Hamilton 
National Bank. 

Life Insurance Trust—Bruce Baird, Na- 
tional Savings & Trust Company, chairman ; 
J. Wesley Clampitt, Jr., Union Trust Com- 
pany; Earl G. Jonscher, American Security 
& Trust Company; Kenneth F. Brooks, Riggs 
National Bank; Leonard Marbury, Washing- 
ton Loan & Trust Company. 


NEW STUDY COURSE 


“Current Economic Problems” is the des- 
ignation of a new study course sponsored by 
the Washington, D. C., chapter A. I. B. 

Norman E. Towson, assistant treasurer of 
the Washington Loan & Trust Company, gave 
the initial lecture. His subject was “The ~ 
Banker—Is He God, Man or Devil?” 

The new course is open to bank directors, 
bank officials, American Institute of Bank- 
ing graduates and others having several 
years of practical banking experience. Sub- 
sequent lectures will cover government fis- 
cal policies, economic planning, inflation and 
public works program, it is announced. 


BANKRUPTCY LAW SERVICE 


The “Bankruptcy Law Service” is the title 
of a new service recently established by Com- 
merce Clearing House, Inc., Chicago. The an- 
nounced contents of the service includes: 

Compilation with full annotations: topical 
outline; scope, constitutionality ; definitions, 
jurisdiction, officials; bankrupts, petition, 
acts of bankruptcy; estates, claims, distribu- 
tion, discharge; composition, extension, re- 
organization; penalties, miscellaneous. 

Cumulative index; legislative record; new 
matters; table of cases; state exemption 
laws; bankruptcy act with legislative his- 
tory; reference and cross-reference tables; 
general orders in bankruptcy; rules of prac- 
tice for U. 8S. Courts in equity; forms in 
bankruptcy; topical index. 


CURIOUS WILL PROVISION 


As proof that the present period of confu- 
sion is no novelty comes the clause in the 
will of an ancient philosopher, that he be 
buried face downward, because, he said, 
“This world is going to be upside down be- 
fore a great while, and then I want to be 
right side up.” ° 
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May Ask Change in New York 
Law Regarding Perpetuities 


Western New York Fiduciaries Association 
considering bills which would remove dis- 
tinction now existing between wills and 
revocable trust agreements under sec- 
tion || of personal properties law— 
Members of executive committee listed 


The executive committee of the Western 
New York Fiduciaries Association has under 
consideration certain legislative bills which 
would remove the distinction that now ex- 
ists between wills and revocable trust agree- 
ments under section 11 of the New York per- 
sonal property law. This section provides in 
part that: 

“The absolute ownership of personal prop- 
erty shall not be suspended by any limitation 
or condition for a longer period than during 
the continuance and until the termination of 
not more than two lives in being at the date 
of the instrument containing such limitation 
or condition, or if such instrument be a last 
will and testament, for not more than two 
lives in being at the death of the testator, . .” 

It is the opinion of the committee that the 
distinction, set forth above, between the two 
documents should be eliminated. They have 
had the subject under consideration for some 
time and are now investigating the question 
as to whether or not this is a proper time to 
present the matter. 

The members of the executive committee 
are S. G. Easterbrook, trust officer, Manufac- 
turers & Traders Trust Company; A. C, Liv- 
ingston, vice-president, Marine Trust Com- 
pany, Buffalo; S. Grove McClellan, assistant 
vice-president, Liberty Bank of Buffalo; C. C. 
srown, cashier, Cuba National Bank, Cuba, 
N. Y.; A, W. Guest, vice-president and trust 
officer, Silver Creek National Bank, Silver 
Creek, N. Y. 


“PROVING” BY STATISTICS 


The dangers of statistical methods in regu- 
lating a nation’s business may be illustrated 
by the following comment of Prof. Burgess 
Johnson of Syracuse University: 

“It is an undeniable fact,’”’ he said, “that 
if a fox terrier two feet long from tip to tip, 
with a tail an inch and a half high, can dig 
a hole three feet deep in ten minutes, to dig 
the Panama Canal in a single year would 
require no more than one fox terrier fifteen 
miles long, with a tail a mile and a half high. 
This is statistically true: yet one must seri- 
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ously consider whether, after he has found 
the fox terrier, he could make it mind.’ 


COOPERATION IN PHILADELPHIA 


Beneficiaries of 204 Individual trust ac- 
counts, which were held by eight closed 
banks now in the hands of the Pennsylvania 
State Banking Department, will be benefited 
by the recent action of the Corporate Fidu- 
ciaries Association of Philadelphia. This As- 
sociation, in its endeavor to assist the State 
Banking Department, appointed a committee 
headed by Kenneth B. Crawford, vice-presi- 
dent and trust officer of the Northern Trust 
Company, Philadelphia, to cooperate with 
the department in the allocation of the ac- 
counts, many of which were small and non- 
profitable. Upon the completion of the work 
of this committee recommendations were sub- 
mitted to the State Banking Department, and 
the 204 accounts were allocated to twenty 
trust institutions. 


D. J. Fouquette, president of the St. Cloud 
State Bank, St. Cloud, Minn., was elected 
president of the Minnesota Bankers Associa- 
tion at a special meeting recently held in 
Minneapolis. 
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EVANS DEMANDS REFORM 


American Bar Association head urges law- 
yers to drive "crooks" from legal profession 


Objectionable practices within the legal 
profession were intimately discussed by Earle 
W. Evans, president of the American Bar As- 
sociation, December ist. He addressed a din- 
ner meeting given, jointly by the Chicago Bar 
Association and the Illinois State Bar Asso- 
ciation, in honor of the justices of the Su- 
preme Court of Illinois. 

Mr. Evans urged closer cooperation among 
organizations of the various bar associations 
for the purpose of promoting improvements 
in government and the administration of jus- 
tice. Referring to the parasites in the pro- 
fession, he said: 

“Tt is never the primary object of the legal 
profession to make money, although we have 
our black sheep and confidence men. 

“But we can curtail the activities of these 
men or drive them out of the profession. Let 
it be understood that our duty is first, last 
and always the public interest and not the 
interests of the profession or of the lawyer.” 

He said that the public and newspapers 
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feel that “we ought to be responsible for the 
crooks” within the profession and stated that 
“I don’t know but what the public and news- 
papers are right. Who else is there who can 
do it? Let’s clean house.” 


PACIFIC COAST CONFERENCE 

The proceedings of the Eleventh Pacific 
Coast and Rocky Mountain States Trust Con- 
ference, held at San Francisco, October 26th 
and 27th, are now available, it is announced 
by Henry E. Sargent, secretary of the trust 
division of the American Bankers Associa- 
tion. 

The proceedings report fully the first con- 
ference held under the auspices of the trust 
division since the adoption of the Bankers 
Code of Fair Competition. They include an 
interpretation of the Federal Securities Act 
from the viewpoint of the trust business; 
suggestions for the future handling of real 
estate mortgages; a cross section of opinion 
upon the numerous phases of the investment 
of trust funds; suggestions for strengthening 
state and municipal bonds; liability insur- 
ance for trustees; fee schedules under the 
banking code; effective substitutes for fore- 
closures under corporate trust indentures; 
apportionment problems; and an exposition 
of the basis for public confidence in trust 
service. 

The proceedings may be obtained from the 
Trust Division, American Bankers Associa- 
tion, 22 East Fortieth street, New York City, 
at $1.50 a copy, postpaid. 


A group of about fifty officers and key men 
from all trust department units of the Se- 
curity-First National Bank of Los Angeles 
met recently at the head office, Los Angeles, 
Cal., and heard addresses by trust depart- 
ment officials who outlined latest trends in 
the trust field. Louis H. Roseberry, vice- 
president and manager, discussed current 
trust problems and policy matters, Bruce H. 
Grigsby, R. F. Church, and William E. White, 
vice-presidents, and ©. S. Machin, assistant 
vice-president, explained the activities of 
their respective divisions, namely the court 
trust, private trust, trust investments and 
trust analysis divisions. Walter L. Nossa- 
man, trust counsel, gave a brief review of re- 
cent legislation affecting the handling of 
trusts. A special feature of the meeting was 
the attendance of Dr. William B. Munro, 
chairman of the Pasadena executive board, 
who discussed the purposes and benefits of 
the California Community Foundation. He 
is chairman of its advisory committee. 
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Report to California committee shows 
benefits of consistent management 


The annual meeting of the advisory com- 
mittee of the California Community Founda- 
tion recently held in Los Angeles, disclosed 
that assets now in hand, plus gifts in expec- 
tancy, total more than $9,000,000. The Se- 
curity-First National Bank of Los Angeles is 
trustee for the foundation. 

Discussing the work of the foundation, Dr. 
William B. Munro, chairman of the advisory 
committee, member of the executive council 
of California Institute of Technology, also 
chairman of the executive board of the Pasa- 
dena branch of the Security-First National 
Bank of Los Angeles, said in part: 

“The happenings of the past three or four 
years have suggested to many people the ad- 
visability of giving greater flexibility to their 
bequests so far as charitable institutions are 
concerned. We have learned that the value 
of an estate can undergo a great and rapid 
shrinkage, with a consequent inability to 
carry out the testator’s expressed purposes. 

“Moreover, people have learned that the 
secure investment of funds is something that 
requires a very high degree of financial skill. 
It cannot successfully be handled by the 
changing membership of a finance committee 
such as is usually maintained by small phi- 
lanthropie institutions, Hence the great ad- 
vantage of entrusting philanthropic benefac- 
tions to a foundation which combines con- 
tinuity with broad experience in the handling 
of trust investments.” 

While reporting the work of the founda- 
tion in its fifth year, Miss Ava B. Blank, seec- 
retary, said that the year 1933 “had brought 
more requests than any previous year for 
assistance in providing for the disposition of 
gifts to philanthropy and that an increasing 
interest in the Foundation on the part of the 
general public is evident.” 


Sixteen Idaho banks controlled by the First 
Security Corporation, Ogden, Utah, on No- 
vember 27 became units of a new organiza- 
tion, the First Security Bank of Idaho, with 
general offices located in Boise, Idaho. The 
banks affected are the First Security Banks 
of Boise, Pocatello, Nampa, Emmett, Payette, 
Mountain Home, Gooding, Jerome, Rupert, 
Shoshone, Hailey, Blackfoot, Ashton, Mont- 
pelier and Preston, and the Anderson Broth- 
ers’ Bank of Idaho Falls. 
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OKLAHOMA BANK RESERVES 


The cash reserve of 248 Oklahoma state 
banks averaged 361-3 per cent on November 
30th, according to an announcement by W. J. 
Barnett, State Bank Commissioner, who stat- 
ed that these banks now have the largest 
cash reserve they have carried in sixteen 
years. Commissioner Barnett on December 
4th issued what he expects will be the last 
state bank charter. He expressed the belief 
that federal banking laws now throw almost 
insuperable handicaps over the issuance of 
state charters after January Ist. 

The Bank of America National Trust & 
Savings Association of California has an- 
nounced a salary adjustment effective De- 
cember 1st, increasing the pay of 1,100 em- 
ployees, and thereby restoring the salaries of 
77 per cent of the institution’s personnel on 
the normal pre-depression basis. The list in- 
cluded employees of Bank of America, the 
associated state bank. 


Thirteen women are enrolled in the trust 
functions course being conducted by the Los 
Angeles Chapter of the American Institute of 
Banking. 
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BANK WARNS STOCKHOLDERS 


In the belief that stockholders of a bank 
should be properly informed as to the liabili- 
ties which attach to membership in the Fed- 
eral Deposit Insurance Corporation, the 
Bankers Trust Company has sent a letter to 
its stockholders and depositors, accompanied 
by a copy of the analysis made by the Asso- 
ciation of Reserve City Bankers, of Federal 
Deposit Insurance plans. The letter in call- 
ing attention to distinctions between the tem- 
porary and permanent plans says: 

“The Government is making a great effort 
to build up the banking structure, by the in- 
jection of new capital, so that the banks 
which enter the temporary plan will be in as 
strong a condition as possible. This tempo- 
rary fund will be in effect only for six 
months. Under its provisions banks are sub- 
ject only to limited assessments, and those 
joining the temporary fund assume no obli- 
gation to join the permanent fund. 

“As to the permanent plan, however, we 
have a different problem. If a bank joins 
this plan, the stockholders’ funds are sub- 
ject to unlimited assessments, to make good 
losses of depositors in banks which may be 
closed in the future in any part of the coun- 
try. The banks which are subject to this un- 
limited liability have no control over the 
losses which they must assume. Provided the 
law is not amended, this bank will be obliged 
to reach a decision prior to next July Ist, 
as to whether or not it will join this plan. 

“We believe that this subject is or may be 
of vital concern to you as a stockholder and 
we particularly ask you to inform yourself 
by reading this bulletin.” 


CHARITABLE TRUSTS CREATED 


Twenty-one charitable organizations in 
New York City and Germany will receive leg- 
acies of $75,000 under the will of Henry Ol- 
lesheimer, vice-president of the Chase Na- 
tional Bank of the City of New York, who 
went abroad early in October and died sud- 
denly in Paris, November 6th. The will was 
offered for probate in the Surrogate’s Court, 
New York City, December 6th. 

The will disposes of an estate estimated 
to exceed $1,000,000, a large portion of which 
will be held under testamentary trusts cre- 
ated by the will. The Chase National Bank 
of the City of New York is named executor 
of the will and trustee under the trusts cre- 
ated. 
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BANK'S RELATIONS WITH CUSTOMERS 


The Guaranty Trust Company of New York 
has published for complimentary distribution 
among business executives a 100-page book- 
let entitled, “A Bank’s Relations with Its 
Customers,” written by Stuart H. Patterson, 
vice-president and comptroller of the com- 
pany. The booklet stresses the need for close1 
cooperation and better understanding be- 
tween business men and banks. 

This booklet treats a complex subject ix 
simple language, free from technicalities, and 
discusses fundamental principles that are 
generally applicable to all businesses, 

Chapter headings that indicate the scope 
of the booklet include: Reciprocal Relations 
Between Bank and Customer; Borrowing 
Money from a Bank; Functions of the Fed- 
eral Reserve System; Means of Watching 
and Testing Financial Condition; Bank’s 
Analysis of Borrower’s Credit; Foreign Serv- 
ices Rendered by Banks: Trusts and Other 
Fiduciary Services. 


IRVING TRUST REPORT 


The Irving Trust Company, New York, has 
issued a comprehensive report replete with 
statistics covering their administration as 
receiver and trustee in bankruptcy in all 
eases arising in the United States District 
Court for the Southern District of New York 
for the period January 16, 1929 the date of 
their first appointment, to June 30, 1933. The 
report includes data from reports on file with 
the Attorney General of the United States, 
which make possible the comparison be- 
tween results obtained in the Southern Dis- 
trict of New York and other federal dis- 
tricts throughout the United States, during 
each of the last ten fiscal years. 

The report contains diagrams which make 
a comparison between the activities of the 
Irving Trust Company as receiver and trus- 
tee in bankruptcy cases and others acting 
in a like fiduciary capacity. These charts 
show relative percentages of cases con- 
cluded; percentage of realized assets spent 
for administrative expenses; dividends paid 
in cents per dollar of unsecured claims; and. 
percentage of realized assets paid to unse- 
cured creditors. These diagrams are later 
in the report supported by extensive sched- 
ules which make comparisons in actual fig- 
ures for stated periods. 


Lt.-Col. Sydney C. Oland has been elected 
a director of the General Trust and Executor 
Corporation. 
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ACCEPTANCE COUNCIL 


Officers and executive committee members 
elected—Annual dinner in January 


The American Acceptance Council, at its 
annual meeting held in New York City, De- 
cember 7th, elected as its president for the 
ensuing year Allan M. Pope, president of the 
First of Boston Corporation, Boston, Mass. 
Robert H. Bean was re-elected secretary. 

Robert F. Loree, vice-president of the Guar- 
anty Trust Company of New York, was elect- 
ed chairman; Herbert P, Howell, president 
of the Commercial National Bank & Trust 
Company, New York City, first vice-chair- 
man, and W. F. Gephart, vice-president of 
the First National Bank in St. Louis, second 
vice-president. 

Others elected to office were C. E. Sullivan, 
chairman of the Central United National 
Bank of Cleveland, vice-president; Perey H. 
Johnston, president of the Chemical Bank 
& Trust Company, New York, treasurer. 

The following were elected members of 
the executive committee: Henry 8S. Morgan, 
H. J. Cochran, Herbert Salomon, George V. 
McLaughlin and M. G. Briggs of New York; 
Walter S. Bucklin of Boston, Charles P. 
Blinn, Jr., of Philadelphia, and Fred T. El- 
sey, F. B. Anderson and John 8S. Curran of 
San Francisco. 

It was announced at the meeting that the 
annual dinner of the Council would be held 
in the Waldorf-Astoria Hotel, New York City, 
on January 29, 1934. 


REAL ESTATE MANAGEMENT 


New institute announces details as to 
membership and plan of activities 


Kenneth Cotton Brown, Chicago, president 
of the new Institute of Real Estate Manage- 
ment of the National Association of Real Es- 
tate Boards, has announced that detailed 
working conditions for the new professional 
body have been authorized by the directors. 
Applications for charter membership in the 
new institute were mailed to member boards 
of the association during the week ended De- 
cember 16th. 

The new institute will give an active na- 
tional exchange of real estate management 
data and experience. It is expected to serve 
a purpose in the field of real estate manage- 
ment comparable to that which the American 
Institute of Real Estate Appraisers of the 
National Association of Real Estate Boards 
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is now serving in the field of real estate ap- 
praisal, The establishment of a code of eth- 
ics and standards of practice is a major ob- 
jective. A gradual development of standards 
and units for scientific recording and control, 
through the exchange of management experi- 
ence, is an important gain expected through 
the new Institute. 

“One of the most serious weaknesses of our 
business is the fact that we have never 
worked out and put into operation any 
standard units of measurement to enable us 
to know definitely whether we are or are 
not conducting our business efficiently,” Mr. 
Brown points out. “We propose to begin a 
systematic study of the fundamentals of our 
business and the, detailed procedure of ad- 
ministering it. Official recommendations of 
the institute will be made available promptly 
to each member.” 

Membership in the Institute is open to any 
active member of a member board of the 
National Association of Real Estate Boards 
(individual, partnership, trust or corpora- 
tion) who is actively engaged in the business 
of real estate management, or, in unorganized 
territory, to any individual member of the 
association so engaged, who meets the mem- 
bership requirements. 
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ASTOR LOSES TAX CASE 

William Waldorf Astor, son of Viscount 
Astor, transferred securities from England to 
a New York City trust company in 1929. 
On December 6, 1933 he lost an income tax 
decision when the Court of Appeals, London, 
allowed an appeal by the Crown against a 


previous ruling in Mr. Astor’s favor. The 
decision requires the payment of £71,000 


($364,230 at the rate of exchange on De- 
cember 6th, the day the decision was ren- 
dered) income taxes assessed on Mr. Astor’s 
income received during 1930, 1931 and 1932 
from the securities held in New York City, 
the Court deciding that he was liable for 
assessment on the full amount of the income 
received although income taxes had already 
been paid in the United States. 


Harvey D. Gibson, president of Manufac- 
turers Trust Company, New York, has an- 
nounced the advancement of Guernsey R. 
Jewett and Robert Penington from assistant 
trust officers to trust officers. A. J. Kavanagh 
and Andrew P. Maloney have been promoted 
and are now assistant trust officers. 


GUARDIANSHIP ALLOWANCE 

The New York Trust Company, as guard- 
ian of the estates of Mrs. Margaret Hall 
Frueauff French, a minor, and also her sis- 
ter, Elaine Storrs Frueauff, have been di- 
rected by the Surrogate Court to expend for 
the former $2,250, and for the latter $1,500 
monthly for their support. The order was 
made after the mother of the girls had 
petitioned the Court that she was unable to 
support them. 

Mrs. French will attain her majority in 
February, 1934 when she will be entitled to 
possession of the principal of her estate 
which consists of securities valued at $675,- 
879. The estate of her younger sister 15 
years of age is valued at $753,590. 


C. Raymond Shelley has been elected pres- 
ident of the Asbury Park and Ocean Grove 
Bank, Asbury Park, N. J., to succeed Dr. 
Donald I. Burton, who resigned because of 
professional duties. 





Robert Y. Garrett, Jr., has been elected as- 
sistant trust officer of the Camden Safe De- 
posit & Trust Company, Camden, N. J. 
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president of the American 
Association, in an address before 
the Bankers’ Forum, New York Chapter, 
American Institute of Banking, December 
12th, gave a digest and interpretation of re- 
cent remarks of outstanding exponents of 
both sides of the subject of inflation. Taking 
up first the points of agreement, Mr. Law 
summarized them as follows: 

“First: that the ultimate basis of the dol- 
lar should be gold, and it is interesting to 
note here that some of the leaders of the 
sound money group do not recently seem 
uverse to a small pro rata of silver as a base. 

“Second: that a rise in commodity prices 
accompanied by an increase in business ac- 
tivity, wages, and income is desirable. 

“Third: that our national credit should be 
kept unimpaired at all costs. 

“Fourth: that the current budget should 
be balanced. ‘ 

“Fifth: that the 
lized.” 

He added to these points of agreement the 
belief that the President and his Administra- 
tion will agree that there must be no fiat 
money. 

Regarding points of disagreement, Mr. Law 
said: 

“One such seems to be on the question as 
to when stabilization of the dollar should be 
effected. One group believes this should be 
done immediately. Many business men, Cham- 
bers of Commerce and other groups are in- 
sisting the dollar should be stabilized quickly 
because such procedure is necessary to re- 
move existing uncertainty and restore con- 
fidence. On the other hand, the administra- 
tion believes that the dollar should not be 
stabilized until commodity prices have been 
raised higher, that objective coming first and 
the question of stabilization being subor- 
dinate. 
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DIGEST OF CONFLICTING VIEWS ON INFLATION 


“A second point of difference, and I call 
your attention to only two, is whether our 
currency should be based on a dollar con- 
taining a fixed amount of gold; or should it 
be based on a dollar of variable gold content 
but with a fixed purchasing power. Mr. 
Roosevelt has said that he planned to estab- 
lish a dollar that would have the same pur- 
chasing power from generation to generation. 

“If the entire monetary question is consid- 
ered on its merits the points of disagreement, 
while real and far-reaching, are not numer- 
ous or, in my judgment, necessarily irrecon- 
cilable. The dire predictions which parti- 
sans on each side are making will not come 
true. When one side predicts Communism 
and the other side retorts that the Adminis- 
tration is marching toward Moscow, we must 
simply fall back on our well known American 
sense of humor, Loose talk has no proper 
place in the discussion and gets us nowhere. 

“There is a disposition in some quarters 
to condemn those who express disagreement 
with the Administration in its monetary pol- 
icies. This attitude is un-American. The 
society in which we live is a money society, 
and the people, being the ones at interest, 
are entitled to hear a fair discussion so as 
to be able to make a decision on the issues. 

“Out of the debate, if it is confined to es- 
sentials and conducted in sportsmanlike fash- 
ion, will surely be developed a sound and in- 
telligent public opinion which, after all, is 
the mainstay and safeguard of America and 
her institutions. But petty fault-finding and 
selfishness should be ruled out. They are not 
cricket. 

“Ambassador Bingham, in a Thanksgiving 
address, described the British Equalization 
Fund, said to be in excess of three hundred 
million pounds. This fund is set up, accord- 
ing to Mr. Bingham, without hostile intent, 
to buy and sell gold in such manner as might 
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seem beneficial to British finance and indus- 
try. He believed that the United States has 
only established a similar fund, but smaller, 
with a like purpose and hope. * * * 

“The sound money group stands for a re- 
turn to the gold standard. No one doubts 
that there will be a return on the part of 
this country and of all the other great na- 
tions, but it may well be, as the New York 
Times points out in an able editorial, that the 
gold standard needs a reformation. Econo- 
mists now seem to agree that a return to 
gold will not be a return to the old standard. 
New parities of exchange will be needed. 
The ratio of gold to note issue may be re- 
duced. * * * 

“I have an abounding faith that the whole 
problem can be solved without doing violence 
to sound tradition. * * * The evidence is clear 
that there has been a definite improvement 
in conditions and in business throughout the 
country during the past year. Commodity 
prices and wages have increased; unemploy- 
ment has materially decreased; exports are 
on the upgrade; enormous liquidation of pri- 
yate debts has occurred; the banking situa- 
tion is infinitely stronger; many at least have 
come to realize the folly of debt and extrava- 
gance, and that contentment and happiness 
do not keep company with these enemies of 
mankind. As a result of all these, the con- 
fidence and morale of the people is improved. 
One of the best proofs that we are experienc- 
ing recovery lies in the fact that we are now 
having some quarrels, criticisms, charges and 
counter-charges. When the patient is very 
sick he offers little resistance, but when con- 


COMPANIES 


valescence sets in he becomes cross and petu- 
lant and combative. The doctor tells you 
that he is beginning to get well. We are 
creeping out of the depression, There will be 
difficulties and disappointments and backsets, 
but the faces of the people are set toward 
recovery and we are undoubtedly on the 
way. *** 

“Let me add that the best monetary system 
and the best banking system for America is 
one that will be conceived in the interest of 
and dedicated to the welfare and happiness 
of all the people. Such a system would have 
to be sound.” 


Chase economist discusses "impossibility" 
of proposed unit—Urges prompt 
stabilization 


“The Practical Impossibility of a Commod- 
ity Dollar” was the title of an address by 
Benjamin M. Anderson, Jr., Ph. D., economist 
of The Chase National Bank of the City of 
New York, before The Round Table, at The 
University Club, St. Louis, Mo., December 
12th. 

Prof. Anderson concluded his address by 
calling for a prompt stabilization of gold. He 
said: 

“We have today a fearful uncertainty, dis- 
turbing to all markets and to all business 
activity, regarding the future of the dollar. 
Contracts involving any length of time are 
exceedingly difficult to make. Fears and un- 
certainties are exceedingly paralyzing. Cer- 
tainties are needed to restore confidence. A 
debased dollar of a definite and sure gold 
content is surely to be preferred to an un- 
anchored paper dollar which men fear may 
easily go much lower. A definite stabilization 
of the dollar, with fixed gold content of, say 
65 per cent of the old par, with courageous 
resumption of redemption in gold and of the 
issue of new dollars against gold, at the fixed 
rate, would be immeasurably preferable to 
the existing uncertainty. I believe that if 
this were done, we should get such a renewal 
of confidence as would make a very substan- 
tial rise in commodity prices in the country. 

“The reaction of our people while our cur- 
rency has been in process of depreciation, 
with no definite objective in the relation be- 
tween gold and paper money publicly an- 
nounced, has been one of bewilderment. 
Their reaction to a definite, once-for-all de- 
basement would be very different. A paper 
dollar, fluctuating uncertainly between 60 
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and 70 per cent of par, has much less effect 
in raising commodity prices than a gold dol- 
lar definitely fixed at 75 per cent of the old 
value would have. Certainties are needed to 
generate confident action. 

“Surely the demonstration is complete that 
you cannot get a controlled point-for-point 
rise in prices, according to the mathematical 
theory of the devaluationist, by debasing the 
paper dollar in terms of gold or gold stand- 
ard currencies. But the danger is grave that 


DRASTIC INCOME TAX 


Drastic changes in the federal income tax 
laws and administrative provisions thereof 
have been recommended in the report of the 
subcommittee of the House Ways and Means 
Committee, This special committee on taxa- 
tion matters was instructed, by the last ses- 
sion of Congress, to consider simplification 
of existing tax laws, possible new sources for 
taxing, and to propose preventative methods 
of tax avoidance. 


Important changes recommended in the re- 
port appear to be directed principally at 
those whose incomes fall within the higher 
brackets, and at corporations. The following 
is a partial list of the proposed changes in 
the Revenue Act of 1932: 


Normal tax—one rate of 4 per cent. 

Surtaxes to start at 4 per cent on $4,000 to 
$6,000 and proceed upward on a graduated 
scale to 59 per cent on incomes of $1,000,000 


or over. 


Note: Under the suggested new rates, in- 
vestment income will apparently be re- 
quired to pay a considerably increased 
amount of tax. This proposal to establish 
a uniform 4 per cent normal tax rate, with 
the proposed changed surtax rate would in- 
crease the taxation of dividends on corpo- 
rate stock which at present is exempt from 
the normal tax. As the income of corpora- 
tions paying dividends has already been 
taxed to the full amount of the corporation 
tax, this change, should it be written into 
the Act, would appear to subject corporate 
income dispersed as dividends to almost 
complete double taxation by the same iden- 
tical body. 


Capital gains and losses section to be re- 
vised by a method of adjustment and pre- 
scribing a seale-length of ownership. 


Note: The following percentages of capi- 
tal gains would be subject to tax: 100 per 
cent of the gain on property held less than 
one year; 80 per cent if held more than one 
and less than two vears; 60 per cent if held 
between two and three years; 40 per cent 
between three and five years and 20 per 
cent if held more than five years. Capital 
loss deductions to be restricted to the same 
percentages and time limitations as shown 
above for capital gains. Excess of deduct- 
— me over taxable gains not to be al- 
owed. 


Depreciation and depletion section of the 
Act it is proposed to change, for a trial peri- 


you may get a wild and uncontrollable specu- 
lative flare-up, of incalculable magnitude, 
wrecking the credit of the government and 
everything else, if currency manipulation 
continues until it frightens our 120,000,000 
people, leading them into a wild competition 
with one another in the effort to get rid of 
their depreciating dollars.” This address in 
full appears in The Chase Economic Bulle- 
tin of December 13th, issued by The Chase 
National Bank of the City of New York. 


CHANGES PLANNED 


od of three years, by reducing the permissive 
allowance by 25 per cent. 
Note: While this provision would in- 
crease the tax for a period of three years, 
the reduced allowances for depreciation 


would supposedly be claimed over a longer 
period of time. 


Amendment of the personal holding com- 
panies section of the Act intended to prevent 
persons with large incomes from forming 
companies to evade taxes. 


Note: Personal holding companies are de- 
fined as any corporation, 80 per cent of 
whose income is derived from rents, royal- 
ties, dividends, annuities and gains on se- 
curities, more than 50 per cent of whose 
voting stock is owned by not more than five 
persons, all members of a family counting 
as one person. A tax of 35 per cent on un- 
distributed adjusted net income, after al- 
lowance for 10 per cent profit, is proposed. 
It would appear that this proposal is based 
on the assumption that all corporations 
which happen to come within the definition 
of personal holding companies, were formed 
for the sole purpose of avoiding or minimiz- 
ing taxes. 

Exchange or sale of property between mem- 
bers of a family, or between shareholders and 
a corporation in which such shareholder 
owns a majority of the voting stock, as a 
means of avoiding taxes would not be per- 
mitted. 


Note: The term “family” in the proposed 
change would include “brothers and sisters, 
spouse, ancester and lineal descendants.” 


An immediate tax on annuity receipts is 
recommended. 


Note: Annuity receipts are now taxed 
when the total amount received exceeds the 
total cost of the annuity. 


Some of the proposed disallowances for 
deductions set forth in the report were: In- 
terest paia on deposits invested in tax ex- 
empt securities. Deductions for estate, in- 
heritance. legacy. succession and gift taxes. 
Also unlimited deductions for charity. 

While the report does not say that no at- 
tempt will be made to make the changes, 
when, as and if they become law, retroactive 
implications in the report are that changes 
would become effective only as to 1934 in- 
come. Should an endeavor be attempted to 
make the changes retroactively effective, it 
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constitutional 


objections 


The proposed changes embodied in the re- 


port are, 


of course, 


highly tentative. 


They 


are now receiving the attention of the Ways 


and 
will likely 


Means Committee. 


ixtensive 


develop. 


hearings 
be held and considerable opposi- 
tion will probably 


The following table shows the present sur- 
tax rates and those proposed : 


PRESENT RATES 




























































Income Percent Income Percent 
$6,000-$10,000........ 1 $64,000-$66,000....... 30 
$10,000-$12,000....... 2 $66,000-$68,000....... 31 
$12,000-$14,000....... 3 $68,000-$70,000....... 32 
$14,000-$16,000....... 4 $70,000-$72,000....... 33 
$16,000-$18,000....... 5 $72,000-$74,000....... 34 
$18,000-$20,000....... 6 $74,000-$76,000 Ser 35 
$20,000-$22,000 8 $76,000-$78,000....... 36 
$22,000-$24,000 9 $78,000-$80,000....... 37 
$24,000-$26,000 10 $80,000-$82,000....... 38 
$26,000-$28,000 11 $82,000-$84,000....... 39 
$28,000-$30,000....... 12 $84,000-$86,000....... 40 
$30,000-$32,000....... 13 $86,000-$88,000....... 41 
$32,000-$36,000....... 15 $88,000-$90,000....... 42 
$36,000-$38,000....... 16 $90,000-$92,000....... 43 
$38,000-$40,000....... 17 $92,000-$94,000....... 44 
$40,000-$42,000....... 18 $94,000-$96,000....... 45 
$42,000-$44,000....... 19 $96,000-$98,000....... 46 
$44,000-$46,000....... 20 $98,000-$100,000...... 47 
$46,000-$48,000....... 21 $100,000-$150,000..... 48 
$48,000-$50,000....... 22 $150,000-$200,000..... 49 
$50,000-$52,000....... 23 $200,000-$300,000..... 50 
$52,000-$54,000....... 24 $300,000-$400,000..... 51 
$54,000-$56,000....... 25 $400, peng ne poe a 52 
$56,000-$58,000....... 26 $500,000-$750,000..... 53 
$58,000-$60,000....... 27 $750,000-$1 000.0 000... 54 
$60,000-$62,000....... 28 Over $1,000,000....... 55 
$62,000-$64,000....... 29 

PROPOSED RATES 

Income Percent Income Percent 
$4,000-$6 ,000 4 $62,000-$68,000....... 35 
$6,000-$8,000......... 5 $68,000-$74,000....... 38 
$8,000-$10,000........ 6 $74,000-$80,000....... 41 
$10,000-$14,000....... 8 $80,000-$90,000....... 45 
$14,000-$18,000....... 10 $90,000-$100,000...... 50 
$18,000-$22,000....... 12 $100,000-$150,000..... 52 
$22,000-$26,000....... 14 $150,000-$200,000..... 53 
$26,000-$30,000....... 16 $200,000-$300,000..... 54 
$30,000-$34,000....... 18 $300,000-$400,000..... 55 
$34,000-$38,000..... . @ $400,000-$500,000..... 56 
$38,000-$44,000....... 23 $500,000-$750,000..... 57 
$44,000-$50,000....... 26 $750,000-$1,000,000... 58 
$50,000-$56,000....... 29 Over $1 ,000,000....... 59 
$56,000-$62,000....... 32 

OHIO’S TEN-MILL TAX 





A synopsis of the ten-mill tax limitation 
amendment approved by the voters of Ohio 
on November 7th has been prepared by Stran- 
ahan, Harris & Company, Inc., Toledo, Ohio. 
This synopsis should be helpful to those in- 
terested in Ohio bonds, as it explains what 
the new amendment is, why it became neces- 
sary and the dangers and benefits of such 
tax limitation, 


A similar study of the same amendment, 
with particular stress laid on its application 
to municipal securities in Ohio, has been is- 
sued by MecDonald-Callahan-Richards Com- 
pany, Cleveland, Ohio. 





HEAVY TAXES INJURIOUS 


Edmonds says total should not exceed 
per cent of gross income of nation 


“The total of all taxes should not amount 
to more than 10 per cent of the gross income 
of the nation,” Franklin S. Edmonds, presi- 
dent of the National Tax Association, stated 
recently, “whereas in 1926, the total amount- 
ed to 14 per cent of the gross income and has 
been increasing rapidly since, until this year 
it is expected the cost of government may ap- 
proximate $15,000,000,000, while the gross in- 
come will doubtless be less than $60,000,000,- 
000.” 


Mr. Edmonds believes that excessive tax- 
ation has very injurious effects on national 
economy, He continued: 


“These figures are startling, and from one 
point of view the heavy cost of government 
is undoubtedly prolonging the depression. 

“Ordinarily, a healthy business expands. 
Every business man expects to accumulate a 
surplus and to use that surplus in expand- 
ing his facilities or taking on new lines or 
enlarging his markets. These methods re- 
quire, however, a surplus and when the en- 
tire surplus of business is taken for the cost 
of government, expansion stops. 

“In an ordinary year, there would be from 
$7,000,000,000 to $9,000,000,000 spent in new 
construction made necessary by the enlarged 
opportunities of American business. This new 
construction gives employment to labor and 
profitable outlay for capital, but it is based 
upon the accumulation of a surplus.” 


THE EcoNoMICsS OF 
P. Ayres. 
Company, 


Recovery. by Leonard 
Published by the MacMillan 
New York, 185 pages; $1.75. 

In the preface Colonel Ayres, vice-presi- 
dent The Cleveland Trust Company, Cleve- 
land, Ohio, says in part: 

“This book is an attempt to make a de- 
pression diagnosis. Its objectives are strictly 
limited. It reviews the origins and the prog- 
ress of the depression in this country, and 
considers the nature of its most characteris- 
tic symptoms. It undertakes to make an an- 
alysis of the more important measures of new 
legislation that have been enacted to meet 
the emergency, and to consider their eco- 
nomie implications and the probable degree 
of effective aid that may be expected from 
them, Finally it attempts to identify the fun- 
damental requisites for recovery.” 
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LEGAL DECISIONS AND DISCUSSION 


FRANK C. McKINNEY 
Member of New York Bar and Author of “Trust Investments” 





‘DIVIDE AND PAY OVER’ RULE 
EXPLAINED—PERPLEXITIES DUE 
TO LACK OF CLARITY IN WILLS 


Proper distribution of a trust estate in ac- 
cordance with the provisions of a will would 
seem to be a simple matter, but in many 
eases it is not. Too frequently wills are lack- 
ing in clearness and it is difficult to deter- 
mine what the testator had in mind. Further- 
more, family situations often change in such 
an unexpected manner that the testator could 
not have foreseen and planned accordingly. 

An unusual illustration is Hopner’s Estate, 
266 New York Suppl. 480. The testator left 
the residue of his estate to two daughters in 
trust and directed them to divide the income 
into seven equal portions; to pay to them- 
selves two portions each, and one portion to 
each of the three remaining children. The 
term of the trust was measured by the lives 
of the two trustees and it was provided that 
upon the death of the first of them her por- 
tion of the income should be divided equally 
among the testator’s surviving children and 
the issue of any deceased child, 

After the trust had been in operation for 
some time, a married son died leaving no 
issue. He bequeathed his entire estate to 
his widow and she claimed a right to her 
husband’s income during the trust. 

In declaring that the widow had no right 
to any part of the income the court explained 
two familiar rules of construction as follows: 

“The ‘divide and pay over’ rule is to the 
effect that, where the terminology of the 
testamentary document contains no direct 
gift to the individual, but the donation is ef- 
fected merely by a direction to another to 
make division and payment over, futurity is 
implied, and no vesting of the subject matter 
of the gift in the donee will take place prior 
to the time that the particular distribution 's 
directed to be effected. In the case at bar 
the only language or gift is by direction for 
division and payment over and, according to 
this canon of construction, the right of any 
beneficiary to a particular installment of in- 
come accrues only when it has been received 
and divided by the trustees. Any portions not 
received during his lifetime could therefore 


not be vested in him by the particular word- 
ing of the gift. This construction is strongly 
enforced by the apparent purpose of the tes- 
tator to benefit only those of his own blood.” 





TAXES AND RIGHTS OF LEGATEES 
WHEN ESTATE IS INSUFFICIENT 
TO CARRY OUT WILL PROVISIONS 





In years of depression and rapidly falling 
values it is highly important for those who 
have written wills prior to the period of de- 
pression to check the documents and deter- 
mine whether or not they now comply with. 
the original intentions. The recent case of 
Chemical Bank & Trust Company vs. Barnett, 
114 N. J. Eq. 4, not only illustrates the im- 
portance of a check-up on wills, but is most 
instructive on the legal principles which ap- 
ply when an estate is insufficient to pay all 
debts, legacies, taxes and expenses. 

By her will, Julia Rice first provided for 
fifteen annuities including brothers, sisters, 
nephews, nieces and friends. These annuities 
amounted to a total of $10,000, and the trus- 
tees were directed to set aside for each an- 
nuitant sufficient securities to produce the 
required income. The will provided in later 
paragraphs for definite trusts for the benefit 
of grandchildren and a daughter and left the 
residuary estate in trust for named _ benefi- 
ciaries. It also directed that all inheritance 
taxes on legacies and annuities be paid out 
of the general assets of the estate. The 
amount required to provide for the annuities 
and trusts was $326,000. The value of the 
estate at the date of death of the testatrix 
was $292,000, and its present value is about 
$167,000. 

The court decided that the annuities and 
the trust legacies must abate pro rata. An 
annuity is merely a succession of pecuniary 
legacies and stands on the same footing with 
the other legacies. They abate pari passu 
with other legacies. The only exception to 
this rule is where the annuity is given for the 
support, maintenance and education of a near 
relative and where the testator has indicated 
in his will a particular solicitude for prefer- 
ence. 

Since there was no residuary estate out of 
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which to pay inheritance taxes and in view 
of the decision ‘that all of the annuities and 
legacies abated pro rata, it follows that the 
tax must likewise abate pro rata, 


PRIORITY OF TRUST FUNDS 
IN INSOLVENT BANKS UPHELD— 
TECHNICALITIES BRUSHED ASIDE 


A recent decision of the Appellate Court of 
Illinois in People ex rel. Nelson vs. Citizens 
Trust & Savings Bank and Zuehl vs. Horner, 
apparently settles the law of that state as to 
the priority of trust funds deposited in a 
bank which fails. It is important in that it 
brushes aside all technicalities and upholds 
the right of priority for the benefit of trust 
estates. 

The guardian of a minor claimed that a 
fund of $738, which had been deposited in 
the bank by an administrator of an estate, 
was entitled to preference over depositors 
and general creditors, The fund had been 
deposited under court order upon discharge 
of the administrator. 

The receiver of the bank contended that 
the deposit was general and not in the form 
of a trust and that the bank had not qualified 


to act as trustee under sections 6 and 8 of 
the trust company law. But the bank had 
knowledge of the character of the deposit 
and the purpose for which it was made. “It 
was therefore chargeable with knowledge of 
the statute governing the deposit, and, as it 
had not qualified under the act, the receipt 
of the deposit under such circumstances was 
unlawful. Where a deposit itself is unlawful 
it constitutes a trust and not a general de- 
posit, and upon the insolvency of the bank 
a preferred claim will be allowed.” The bank 
was estopped to deny that it was a trust 
company and that the deposit was accepted 
as a trust. Apart from any statute, the de- 
posit was a trust. 


WIDOW RECEIVING PAYMENTS 
FROM TRUST ESTATE IN LIEU 
OF DOWER MUST PAY TAXES 


The Supreme Court of the United States 
recently decided that in computing income 
for federal tax purposes trustees of estates 
may deduct payments made to the widow of 
the creator of the trust in lieu of dower and 
other statutory rights. The decision was 
made in a test case involving the estates of 
William L. Dubois, William B. Butterworth 
and J. H. Woodward. In each case the widow 
had elected to take her interest in the trust 
estate rather than her dower and other stat- 
utory rights, and refused to pay income 
taxes on the money received. In effect, if 
her contention were sustained, this would in- 
crease the net amount which she could enjoy. 
The Court, however, decided that the widow 
must pay the tax. 


MERE POWER OF ATTORNEY 
DOES NOT CREATE A TRUST 
INTER VIVOS, COURT RULES 


In the recent case of Guardian Life vs. C. 
», Mareczko, decided by the Court of Errors 
and Appeals of New Jersey, and involving 
the question of a gift of a life insurance pol- 
icy inter vivos, the following requisites of 
such a gift were stated: 1. A donative intent 
on the part of the donor. 2. An actual de- 
livery of the subject matter of the gift, un- 
less it be a chose in action, in which case the 
delivery must be of that variety of which it 
is most capable. 3. The donor must strip 
himself of all ownership and dominion over 
the subject matter of the gift. The mere de- 
livery of the policy to the donee, without 
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written assignment, but with the clearly 
manifested intention of making a gift, is suf- 
ficient to satisfy the rule. 

An unusual case on the question of a trust 
inter vivos was recently decided by the Or- 
phans’ Court of Lancaster County, Pennsyl- 
vania. In Miller’s Estate, 19 D. & C. 141, 
an attempt was made to enforce a power of 
attorney as a trust inter vivos. In 1928, Mil- 
ler, who had accumulated a large estate con- 
sisting of real estate, stocks and bonds, re- 
tired from all activity. He executed and de- 
livered to his friend, King, a long, carefully 
drafted power of attorney with full authority 
to act for him in every possible transaction. 
Later he revoked this power of attorney and 
executed a similar power running to Lewis 
Storb. King filed his account in the Orphans’ 
Court and sought an adjudication on the basis 
that the power to him created a trust inter 
vivos. Referring to the necessary provisions 
to create a gift inter vivos, the court applied 
the same rules to the creation of a trust inter 
vivos and decided that in no case could a 
mere power of attorney, no matter how 
broad, be construed as creating such a trust. 


PROMISE TO MARRY IS HELD 
INADEQUATE CONSIDERATION— 
BEQUEST IS SUBJECT TO TAX 


Frank Seitz and Selma Herzfeld entered 
into an ante-nuptial contract on October 
14, 1908, which recited that Seitz had con- 
veyed all his real estate to a corporation in 
which he owned all the stock; and that 
Selma Herzfeld had full knowledge of the 
conveyance. The contract provided that Seitz 
was to give Selma Herzfeld the sum of 
$20,000, “conditional upon her surviving him 
six months subsequently to his death,” pay- 
ment to be made by his executors six months 
after his death, with interest at 5 per cent 
from such date. Selma Herzfeld agreed to 
accept this sum in full satisfaction of all 
claims for dower. The consideration was 
Stated to be the sum of one dollar paid and 
the mutual promises of the parties, including 
their promises to intermarry. Seitz died on 
January 26, 1931, leaving a will, wherein he 
bequeathed to his wife the sum of $20,000, 
“in full satisfaction and discharge of the 
ante-nuptial agreement.” 

Under Section 249-s of the New York Tax 
Law the Court of Appeals decided that a 
promise to marry is not an adequate and full 
consideration in money for a transfer of 
property and the bequest of $20,000 was 
Subject to tax.—Matter of Seitz, 262 N. Y. 32. 
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RULE AGAINST PERPETUITIES 
VIOLATED—CHARITABLE TRUST 
INVALID, JERSEY COURT HOLDS 


The will of Albertson, deceased, which dis- 
posed of an estate of over $600,000 and cut 
off the widow and the children with a pit- 
tance, incorporated by reference a prior trust 
deed which of itself dealt with a trust fund 
of only $20,000. In effect, therefore, the will 
provided for the disposition of an estate of 
over $600,000. After cutting off his widow 
and children with a mere pittance the testa- 
tor created a trust, providing for the accu- 
mulation of the income within the extreme 
limit of time permitted by the New Jersey 
rule as to perpetuities. .At the end of this 
period the trustee was directed to organize 
a corporation to which the estate was to be 
transferred, The corporation was to estab- 
lish a school for boys and girls. The court 
observed that the fund which was to accu- 
mulate for nearly a century would amount 
to approximately 77 million dollars. The 
trustee was then to put by as much as prac- 
ticable until the fund reached the enormous 
total of 327 million dollars. The New Jersey 
Court of Errors and Appeals decided that the 
trust, although created for charitable pur- 
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poses and although apparently extended for 
a period within the rule against perpetuities, 
was not valid. First Camden National Bank 
é& Trust Company vs. Collins et al. The case 
hinged upon the fact that the rule against 
perpetuities was violated when the testator 
after creating the trust for the extreme pe- 
riod of time allowed by the rule against per- 
petuities, required the fund to be turned over 
to a corporation organized for charitable pur- 
poses. In other words, there was a lapse of 
time at the end of the period, however short, 
until some specially constituted corporation 
could be organized and with no assurance 
that such an organization could be effected 
without legislation. 

“The hiatus is fatal to the trust,’ said the 
court, “public policy operates against the 
validation of this trust.” 





INCOME TAX REFUNDS ORDERED 
IN TEST CASE WHICH INVOLVED 
PROFIT IN EXCHANGE OF STOCKS 





Through an order which has recently been 
signed by Judge Fake in the Federal Court 
in Newark, awarding judgment in the “mil- 
lion dollar” tax suit brought by Mrs. Lavinia 
R. Strong, as a test case for thirty-four 
stockholders, he awarded Mrs. Strong $23,- 
428 against the United States Treasury for 
overpayment of income taxes on stock trans- 
action profits, based on the exchange of stock 
of one company to another. 

A number of stockholders, including Mrs. 
Strong, exchanged stock of the Fidelity & 
Casualty Co, and the Niagara Fire Insurance 
Co. for the stock of the Continental Insur- 
ance Co. and the Fidelity-Phenix Fire Insur- 
ance Co. when the two first mentioned com- 
panies were acquired by the Continental and 
Fidelity-Phenix in 1929, when the stock mar- 
ket was booming. 

It appears that the United States Treasury 
Department collected income taxes on the 
basis of the price of the stock at that time, 
but it has been held by Judge Fake that they 
were “artificial and did not represent the 
fair and true values of the stocks.” In May, 
1929, the stocks of the insurance companies 
were quoted at from $90 to $106 per share, 
but it is contended by Judge Fake that the 
proper values actually were $55 and $65 per 
share. 

On the higher valuation basis about $1,- 
300,000 in tax refunds or payments is in- 
volved in the test case. It is reported the 
United States Treasury Department will ap- 
peal the decision. 
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RULES OF LAW ON REVOCATION 
OF MUTUAL WILLS STATED— 
APPLICATION IN ILLINOIS CASE 





Mutual or reciprocal wills are those in 
which two or more persons make reciprocal 
testamentary provisions in favor of each oth- 
er, whether they unite in one or separate 
instruments. 

If such wills are made in pursuance of a 
contract, neither of the parties can break the 
contract by a later will. In the absence of a 
contract, however, the mere execution of a 
mutual will does not prevent one of the par- 
ties from revoking it during the lives of the 
two. But if one dies and the survivor has 
accepted the benefits of the mutual will, 
equity will prevent the survivor from per- 
petrating a fraud by disposing of the prop- 
erty otherwise than as directed in the mutual 
will. 

The decision of the Illinois Supreme Court 
in the recent case of Curry vs. Cotton was 
based upon the above rules of law. Curry 
and his wife had executed a mutual will. A 
few years later while his wife was still alive 
Curry executed another will, He did not give 
notice to his wife. The court upheld the pro- 
bate of the later will executed by Curry alone. 





FORECLOSURE SALE PRICE 
MAY NOT ESTABLISH VALUE 
IS RULING IN NEW JERSEY 


Persons whose property is sold at sheriff’s 
sale under foreclosure proceedings must be 
given credit for the fair actual value of the 
property when it is bought in by the mort- 
gagee, was the recent decision of Vice Chan- 
cellor Buchanan of Trenton, N. J. 

A building and loan company had held a 
$6,000 mortgage and foreclosed, and at sher- 
iff’s sale bought the property in for $150, it 
being the only bidder. It then sued for the 
balance. The court said in part: 

“Where a mortgagee has himself acquired 
the mortgaged premises at foreclosure sale, 
under present emergent economic conditions, 
without competitive bidding and at a nominal 
and grossly inadequate price, he will be re- 
quired in equity when suing for a decree of 
deficiency, to credit upon the mortgage debt 
the fair actual value of such premises. 

“For a court of equity to hold that under 
present-day conditions the public sale of 
mortgaged premises at a nominal price of 
$150 even though the sale be a public judicial 
sale, conclusively establishes the actual value 
of the premises, would prove justice not to 
be blind, but to be mentally incompetent.” 
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LAW PROTECTING MORTGAGORS 
IN FORECLOSURE PROCEEDINGS 
UPSET BY JERSEY TRIBUNAL 


The Court of Errors and Appeals, the high- 
est tribunal in the state, decided recently 
that the law passed to protect mortgagors in 
foreclosure proceedings is unconstitutional. 
Similar to the emergency legislation passed 
in other states the New Jersey act provided 
that in sales under mortgage foreclosures the 
mortgagor should be given credit for the full 
value of the property rather than the price 
paid by the successful bidder. 

The Brunton Piano Company owed the 
Lincoln Mortgage & Title Company $74,000 
on a mortgage. The mortgage was foreclosed ; 
the title company bought in the property for 
$100 and then sought to recover a deficiency 
judgment for the balance. In holding the new 
law unconstitutional the court sustained the 
old contract rights although obviously in- 
equitable. This amounts to strict construc- 
tion of the constitutional provision that exist- 
ing contracts cannot be nullified by the legis- 
lature. The Supreme Court of Minnesota has 
upheld a similar act passed by the legislature 
of that state. The Supreme Court of the 
United States now has the Minnesota case 
before it, and many state laws receutly en- 
acted to protect mortgagors against unjust 
foreclosure proceedings depend upon the de- 
cision in the Minnesota case. 


ASSIGNMENTS OF TRUST INCOME 
MAY BE VOID UNDER NEW YORK 
LAW—LIMITATIONS ARE STATED 


Testator provided in his will that one- 
eighth of the residue of his estate consisting 
of securities should be held in trust for S. 
until he reached the age of 48. Until then 
he should be paid only the yearly income. At 
various times S. assigned all of his right, title 
and interest in and to the trust to various 
corporations and individuals for successive 
loans. One of the assignments in the sum of 
$250 was to Estelle H. Cohen, and covered 
“accumulated income on the trust fund.” 
Some of the assignments were not recorded 
as provided in section 32 of the Personal 
Property Law. 

In an accounting proceeding, the Chemical 
Bank & Trust Company as trustee requested 
the court to instruct it regarding the disposi- 
tion of income from the principal of the 
trust. It did not request a determination as 
to the legal effect of the assignments upon 
the final disposition of the principal of the 
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trust fund. Referring to sections 15 and 32 
of the Personal Property Law and section 15 
of the Real Property Law the court decided 
that the assignments were void in so far as 
income was concerned with the exception of 
the assignment of $250 of accumulated in- 
come to Estelle Cohen. If there was accumu- 
lated income in the estate at the date of this” 
assignment, the assignment was valid as to 
such income. 


The following statement by the court may 
be of value: 


Section 32 of the Personal Property Law 
provides the method of recording such as- 
signments. If an assignment is not re- 
corded, the same is void against any subse- 
quent purchaser or mortgagee in good faith 
and for a valuable consideration, whose 
conveyance or mortgage is first duly re- 
corded. Only two of the above-mentioned 
assignments have been recorded in this 
office. There is no proof before this court 
from which it can determine whether the 
subsequent assignees are purchasers “in 
good faith and for a valuable considera- 
tion,” as required by statute. Accordingly, 
it is not possible at this time to determine 
the legal effect of these various assign- 
ments as between the several assignees. 
It is possible, however, and I so decide, 
that as against the trustee herein all of 
these assignments, other than the one to 
Estelle H. Cohen, are of no legal effect at 
this time or pending the duration of this 
trust, as provided in decedent’s will. As 
to the assignment made to Estelle H. Cohen, 
if there was at the date of such assignment 
and the filing thereof of the duplicate origi- 
nal with the trustee herein, accumulated 
income in the amount equal to the amount 
mentioned in the assignment, then I believe 
such assignment was valid and the sum 
stated therein should be paid to said as- 
signee. It would appear that Mr. Schneider 
will become forty-three years of age on or 
about May 10, 1935. The matter of the legal 
effect of these various assignments as 
against Mr. Schneider, the trustee herein, 
and as between the various assignees, can 
be determined upon the date when Mr. 
Schneider reaches the age of forty-three 
years and the final accounting of the trus- 
tee herein. 
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Fiduciary Held Not Liable 
For Shrinkage of Estate 


Probate Judge's opinion in Busby case at- 
tracts widespread attention — Acute 
problems of executor during period of 
declining markets are clearly stated— 
Question before court was whether ex- 
ecutor had been negligent — Opinion 


published in full 


A decision of significant importance to fidu- 
ciaries has been rendered in favor of The 
First National Bank of Chicago, executor of 
and trustee under the will of Leonard A. 
Busby, who died in the fall of 1980 when the 
stock market was in a steady decline. 

The market value of the securities of the 
estate at date of death was approximately 
$1,637,000. Securities worth about $1,450,- 
000 had been hypothecated to secure in- 
debtedness in the neighborhood of $946,000. 
Unpledged securities totaled about $150,000, 
and the balance of the estate consisted of 
eash and collectible accounts. The net value 
of the securities at time of death was around 
$650,000. 

Many acute problems confronted the exec- 
utor, the immediate expiration of subscrip- 
tion rights, questions of supplying additional 
margins to protect accounts with brokers, 
arrangement for loans to pay off the indebt- 
edness of these accounts, transfers of col- 
lateral, sale of securities and credit of pro- 
ceeds against loans. 

The eventual precipitious decline of secu- 
rity markets wiped out all the remaining 
equity and left the estate insolvent. Mrs. 
Busby found herself with huge debts in lieu 
of the comfortable income she had expected. 
She prayed that the current account of the 


executor be rejected and the executor sur- 
charged, 

The question before the court was whether 
or not the executor had been negligent in the 
performance of its duties in the face of con- 
ditions existing during 1930 and 1931. 

Trial of the case was an arduous one. Vol- 
uminous briefs were submitted and authori- 
ties cited. Widespread interest was centered 
in the case and at the time the opinion was 
given the courtroom was filled with attorneys 
whose practice is principally devoted to pro- 
bate matters. 


Opinion in Full 
The opinion of the Hon. John F. O’Connell, 
Judge of the Probate Court, rendered Novem- 
ber 27th, follows in full: 


Leonard A. Busby died September 9, 1930, 
survived by his widow, Esther C. Busby, and 
two children, Janet and John Kemp Busby. 
His death was unexpected. The end came 
after a brief illness following a minor op- 
eration. 

The will of the deceased, dated August 18, 
1930, named First Union Trust & Savings 
Bank of Chicago as executor. Authority over 
the estate was vested in the executor in item 
seventh of the testament, which reads, 


“I hereby give my said Executor full 
power and authority to sell, without order 
of Court, any property, whether real or per- 
sonal, belonging to my estate, at either 
public or private sale, for cash or part cash 
and part credit, and upon such terms as to 
it may seem advisable for the purpose of 
carrying out any provision of this my Will. 
I also give my said Executor full power and 
authority to settle and compound any 
claims either in favor of or against my es- 
tate as to my said Executor shall .seem 
best, and, for the purposes aforesaid, to ex- 
ecute and deliver all proper and necessary 
conveyances and to give full receipts and 
discharges. 

“I further authorize and direct my said 
Executor to pay out of the corpus of my 
Estate all inheritance, estate, or other taxes 
or governmental charges which under any 
law of the United States or of any state 
may be imposed upon my estate or as a 
condition to the transfer of the gifts, de- 
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and them here- 


under.” 

“T hereby request my said Executor and 
the Trustee to consult with the said Henry 
FP. Weber on all matters pertaining to the 
administration of my estate and the execu- 
tion of the trusts hereunder.” 


vises, bequests or any of 


Certain bequests of personal effects and of 
specific legacies are made by the will, and 
the remainder, consisting of the bulk of the 
estate. is bequeathed to the same bank as 
Trustee. 

The estate consisted largely of securities, 
most of which were listed on the principal 
exchanges of the country. They had a gross 
market value on the date of death of about 
$1.637.000. Securities then worth approxi- 
mately $1,450,000 were pledged with banks 
and brokers to secure indebtedness to such 
banks and brokers amounting to about $946,- 
Goo. The value of unpledged securities was 
about $150,000, and the balance of the estate 
consisted of cash and collectible accounts. 
The net value of the securities in the estate 
of September 9, 1930, was in the neighbor- 
hood of $650,000, 

In addition to the indebtedness owing to 
the banks and brokers by the decedent at 
the time of his death other obligations of a 
then unknown amount were also chargeable 
ugainst the estate besides the funeral bill and 
administration expenses. 

The bank became advised of its appoint- 
ment as executor on the day following Mr. 
Busby’s death. The executor bank was an 
affiliate of The First National Bank of Chi- 
All of its capital stock was owned by 
the National bank. Melvin A. Traylor was 
president of both institutions. The banks 
have since merged under the name of The 
First National Bank of Chicago, which is 
now acting as executor herein. Mr. Traylor 
is still its president. 

The will was probated on October 10, 1930, 
on which date letters testamentary issued 
out of this Court formally appointing First 
Union Trust & Savings Bank as executor. 
Prior to that time all of its authority over 
the estate was exercised as executor de son 
tort. 

During the month preceding the appoint- 
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ment of the executor, the stock market was 
in a steady decline. With some brief upturns, 
this continued into the month of December, 
1930. An improvement followed which car- 
ried stocks in a generally rising market until 
toward the end of March, 1931. The trend of 
the market is graphically illustrated by the 
following comparison of the approximate net 
value of the securities in the estate on the ° 
various dates hereinafter known: 
September 9, 1980. ....62- 5 04:5 $650,000 
September 25, 562,000 
September 30, 400,000 
October 9, 360,000 
October 31, 297,000 
November 8, 200,000 
November 20, 290,000 
November 29, 263,000 
December 15, 90,000 
December 31, 1930 135,000 
January 22, 260,000 
January 31, 238,000 
February 23, 330,000 
February 28, 340,000 
March 19, 1931 320,000 
March 31, 277,000 
Following the month of March, through the 
summer of 19381 and into the month of Sep- 
tember, the net value of the securities fell be- 
low $200,000. Toward the end of September 
a precipitous decline wiped out all the re- 
maining equity and left the estate insolvent. 
The foregoing figures relate only to the 
equity value of the securities in the estate. 
They give no consideration to obligations of 
the estate other than bank and broker in- 
debtedness secured by liens on the securities 
which were held as collateral. These obliga- 
tions, as disclosed by the records of this 
Court in the matter of allowed claims and 
by the account of disbursements by the ex- 
ecutor in the course of administration of the 
estate (exclusive of executor’s commissions), 
amount to over $100,000. Therefore the es- 
tate was insolvent at any time the equity 
value of the securities fell below that sum. 
Few acts performed by the average man 
of affairs in his lifetime receive more solemn 
thought than the selection of an executor and 
the making of a will. The deceased was a 
director of a large Chicago bank. He was a 
lawyer, He was a leader in the business life 
of Chicago. He selected the executor without 
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any solicitation on its part, and without even 
intimating to his close friend, Mr. Traylor, 
that the bank had been named. Doubtless 
there was no fear of impending death in his 
heart when he signed the will, less than a 
month before he died. 

During the lifetime of the decedent he and 
Mr. Traylor had been friends. Together they 
had been interested for years in the problems 
of the traction companies of Chicago. Mr. 
Busby was the president of and receiver for 
one of the companies forming a part of the 
Chicago traction system. Mr. Traylor was a 
member of bondholders’ protective commit- 
tees formed for the purpose of protecting the 
rights of investors in certain traction securi- 
ties. The two men had been on intimate terms 
for many years, and when both were in Chi- 
cago they met almost daily. Their families 
were in close social contact. The evidence 
indicates that this friendship was warm and 
sincere. 

Mr. Traylor has been engaged in banking 
for twenty-seven years. Most of that time 
he has served in an important executive ca- 
pacity with the bank of which he is now 
president. He served as one of the two 
American members of the International Com- 
mission delegated to organize the Bank of 
International Settlements, which was expect- 
ed to play an important part in the adjust- 
ment of the world-wide debacle in adjust- 


ments between nations. 
Upon Mr. Busby’s death Mr. Traylor, as 


the executive officer in control of the bank, 
assumed direct charge of the estate. 

The estate owned over 44,000 shares of 
stock. During the week following the death 
of Mr. Busby, the market decline wiped out 
more than $100,000 in values, The problem 
confronting the executor was acute. Until 
the will was proven and the bank formally 
appointed executor, there existed a possibil- 
ity that any action taken by the bank as ex- 
ecutor de son tort without Mrs. Busby’s sanc- 
tion might create a liability for which it 
could be held answerable. The widow had a 
right to renounce the will and take her share 
of the estate under the State of Descent. 
Should she elect to do so prior to the ap- 
pointment of the executor, under the deci- 
sions she might thereby gain the right to di- 
rect the executor to sell or to hold securities, 
at least so far as her share of the estate was 
concerned. After the issuance of letters tes- 
tamentary she had no such authority. The 
executor had unrestricted control and sole re- 
sponsibility. 

An immediate problem was created by the 
imminent expiration of rights to subscribe to 
certain securities involving a substantial in- 
vestment. The bank considered the invest- 
ment inadvisable, and three days after Mr. 
Busby’s death sold the “rights” for about 
$4,000. Prior to its formal appointment as 
executor, the bank, recognizing the existing 
emergency, after consultation with Mrs. Bus- 
by sold some 11,000 shares of estate stocks. 
The sales were made between September 22d 
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and October 8th, and approximately $169,000 
was realized. The proceeds were applied in 
reduction of the outstanding indebtedness of 
the estate. 

During all this time, frequent conferences 
were held between the officers of the bank 
and with Mrs. Busby. Mr. Weber was con- 
sulted by the bank early in the administra- 
tion. He was unwilling to assume any re- 
sponsibility for the sale or retention of the 
securities. The decision therefore remained 
solely with the bank. Mr. Traylor had given 
instructions to his fellow officers that the es- 
tate was to be handled by them with the 
same consideration as would be given to the 
estate of his own brother. 

The inference is to be drawn from the tes- 
timony that the bank hoped an estate of 
$500,000 might be saved for the beneficiaries. 
It was estimated that amount would yield 
an income of about $25,000 annually. 
than the annual income of the decedent in 
his lifetime, this sum would make adequate 
provision for the widow and children. In- 
deed, the bank advanced to Mrs. Busby dur- 
ing the year following her husband’s death 
the sum of $26,000 for her support and that 
of the children. 

It appears that during the month following 
the death of the testator the president of the 
bank was called out of the city. Before leav- 
ing Chicago he made arrangements whereby 
during his absence he was kept advised with 
regard to the status of the estate accounts 
with brokers. 

The executor was unable to supply addi- 
tional margins to protect those accounts, and 
ultimately, on September 29, 1930, all of the 
securities held by brokers were taken over by 
The First National Bank of Chicago, which 
made a loan to the estate upon the note of 
First Union Trust & Savings Bank, as execu- 
tor de son tort of the will of Leonard A. 
Busby, deceased, in the sum of $520,000. The 
purpose of the loan was to vest in the exec- 
utor control of the securities theretofore held 
by the brokers permitting an orderly liquida- 
tion and forestalling the “dumping” of stocks 
because of impaired margins. 

Subsequently The First National Bank of 
Chicago, upon the request of the executor, 
took up the securities held by The Northern 
Trust Company and The National Bank of 
the Republic advancing to those institutions 
sufficient moneys to discharge the estate in- 
debtedness to them. The notes held by those 
banks were assigned to The First National 
Bank of Chicago, and the collateral securing 
them transferred to that bank. 

Thus ultimately all of the outstanding in- 
debtedness of the estate to banks and bro- 
kers was transferred to The First National 
Bank of Chicago. From time to time, but 
more particularly during the months of Jan- 
uary, February and March, 1931, securities 
belonging to the estate have been sold and 
the proceeds thereof credited against the in- 
debtedness. The value of the securities still 
held by the First National Bank is much less 
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than the balance owing on the estate indebt- 
edness to the bank. 

In October of 1929 there began the most 
disastrous panic the business world has ever 
known. Years of increasing prices and in- 
creasing wages with enhanced buying power 
developed trade and industry and resulted in 
expansion in credit and in business. Prosper- 
ity induced speculation, particularly in se- 
curities, of broader scope than at any previ- 
ous time in the world’s financial history. The 
first crash resulted in a shattering of the con- 
fidence of investors and speculators alike. 
The markets were overrun with sellers of 
securities. Conditions became so acute that 
measures theretofore unheard of were adopt- 
ed to revive the waning confidence of the 
people. Every favorable sign in the troubled 
skies was hailed by financiers, industrialists, 
and even high government officials to indi- 
cate the passing of the storm which was 
wrecking fortunes, undermining business ev- 
erywhere, and threatening the stability of 
governments. 

Financial history records that in previous 
panics the bottom prices for securities were 
usually registered about a year after the first 
crash, and from that time on the _ slow, 
dreary, but steady, climb back to prosperity 
has taken place. 

This executor is one of the largest banks in 
Chicago. During the period of administra- 
tion of this estate many banks here closed, 
causing untold misery to thousands of de- 
positors. Only skillful management and 
sound financial policy brought through this 
tragic era the banks which have survived. 

The business of the bank keeps its officers 
in daily contact with the affairs of many 
customers engaged in diversified lines of in- 
dustry. It maintains a statistical department 
which collects and digests reports and opin- 
ions from recognized sources of authoritative 
information bearing upon the business affairs 
of the country. Its officers are in frequent 
contact with leaders in government, finance 
and industry. A committee composed of offi- 
cers skilled in investment problems gives con- 
sideration to the questions presented by situ- 
ations such as those involved in this estate. 

The officers of the executor bank deter- 
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mined early to sell some, but not all, of the 
securities at the then prevailing market 
prices. Mr. Traylor, as the chief executive 
officer of the bank, assumed full responsibil- 
ity for this decision. In the fall of 1980 it 
was his considered judgment that the year 
1931 would show an improvement in condi- 
tions. In his opinion, prices during Septem- 
ber, October, November and December, 1930, 
were too low to warrant the sale of the es- 
tate securities. His judgment was confirmed 
in a measure by the rise in security prices 
which took place in the first three months 
of 1931. 

Subsequently international conditions, in- 
cluding the failure of the largest bank in 
Austria, Great Britain’s flight from the gold 
standard, and Germany’s inability to pay the 
installments of her war debt then due, had 
a world-wide influence that was most de- 
pressing in the security markets. While these 
events were taking place, the equity in the 
estate entirely disappeared, and a deficit re- 
sulted. 

Included in the estate was a large block 
of so-called Insull securities. Mr. Busby had 
been an intimate friend of Samuel Insull and 
had great confidence in him and his com- 
panies. Mrs. Busby shared that confidence. 
This Court will take judicial notice of the 
fact that in the fall of 1930 Insull was con- 
sidered one of the country’s outstanding finan- 
cial and industrial leaders. His fall from 
eminence shattered the faith and fortunes of 
thousands and left ruin and grief in its trail. 
This estate was not alone in the heavy loss 
sustained through the collapse of Insull se- 
curities. 

We know now, in the light of the events of 
the past three years, that the judgment of 
the executor in failing to sell all of the se- 
curities in the Busby estate at the earliest 
possible opportunity was wrong. 

But this case is not to be determined upon 
our present knowledge of past errors. The 
question before the Court is whether or not 
the executor was negligent in the perform- 
ance of its duties in the face of conditions 
existing during 1930 and 1931. As one of our 
New York colleagues once pithily said in a 
similar case: “The situation is to be judged 
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not in retrospect, but in prospect. Even the 
witless fool may pose as a paragon of wis- 
dom after the unforseeable disaster has oc- 
curred.” * 

The law governing the action of executors 
or administrators of estates is stated by our 
Supreme Court in the following language: 

“In the performance of his duties an ad- 
ministrator must act with the highest de- 
gree of fidelity and with the utmost good 
faith, but he is held to the exercise of only 
that degree of skill and diligence which an 
ordinarily prudent man bestows upon his 
own private affairs. Nothing more can be 
required of him, and if his acts will stand 

the test of that rule, he cannot be held li- 

able for any loss that may be sustained by 

the estate of his intestate.” ? 

Integrity and fidelity are the virtues with 
which an executor must be endowed. No 
charge of bad faith on the part of the exec- 
utor is made here. No charge is made that 
the executor devoted less skill and diligence 
to the conduct of this estate than it bestowed 
upon its own affairs. In fact the evidence 
discloses that the bank officers were much 
concerned over the diminution of the estate; 
that the course adopted by the executor was 
designed to protect and conserve the assets 
and to avoid the sacrifice of securities at 
prices then considered too low. It seems evi- 
dent that the bank determined to save the es- 
tate even at loss to itself. It loaned its own 
money in a substantial amount on the secur- 
ity of estate assets, and is still holding the 
eollateral, though the market value thereof 
is much less than the unpaid amount of the 
loan. 

Unquestionably, the bank had the right to 
sell the collateral and discharge the estate 
loan. Such action at any time as early as 
December, 1930, and since the summer of 
1931 would have wiped out the estate. Dis- 
tressed by fear of this contingency, Mrs. Bus- 
by at one time consulted the president of the 
bank. He allayed her apprehension by stat- 
ing the bank would carry the collateral for 
the benefit of the estate until “hell froze 
over.” The bank is still holding the collateral. 

Counsel for the objector and for the bank 
have sturdily maintained their respective po- 
sitions throughout the arduous trial of this 
case. The Court has benefited by their illu- 


COMPANIES 


minating argument. Voluminous briefs have 
been submitted and the authorities there cit- 
ed, together with other authorities, have been 
earefully considered. 

It is the Court’s opinion, after a careful 
consideration and determination of all of the 
facts here involved, that the executor de- 
voted to the problems confronting it in con- 
nection with this estate all of the facilities 
available in this large financial institution ; 
that its best judgment was exercised in ad- 
ministering the estate; that it was not guilty 
of negligence as charged by the objector; and 
in the view taken by this Court of the law 
applicable to the facts in this case no reliet 
can be granted to the objector. 

Therefore, the prayer of the objector that 
the current account of the executor be re- 
jected and the executor surcharged is denied, 
and the account is hereby referred to George 
B. Weiss, Assistant to the Probate Judge, for 
audit and report to this Court for approval 
thereof if such account is found correct in 
accounting detail. 

The further prayer of the objector for the 
removal of the executor is denied. The es- 
tate is insolvent. Its principal creditor is the 
executor. There is no estate for any other 
executor to administer. The bank must con- 
tinue to meet the expenses of administration 
out of its own funds, with slim hope of ulti- 
mate recovery of any of these necessary ex- 
penditures. No good purpose can be served 
by the appointment of a different executor 
at this time, 

Were this estate solvent, the application 
for removal might receive serious Considera- 
tion because of the unauthorized act of the 
executor in purchasing without order of the 
Probate Court some $69,000 worth of securi- 
ties which are now in the estate portfolio. 
Despite the fact that these securities were 
bought in the altruistic hope that a rise in 
price would recoup some of the losses there- 
tofore sustained by the estate, and the fact 
that the investment now shows a profit, the 
act of the executor cannot be condoned. The 
executor recognized the illegality of its con- 
duct, and has voluntarily agreed that it may 
be charged with any loss suffered as a result 
of such purchase, if such loss eventually oc- 
curs. Meanwhile the estate will benefit by 
any profit gained in the transaction. 

The mere voluntary offer to protect an es- 
tate against losses resulting from unauthor- 
ized acts does not justify departure from the 
strict limitations governing every officer of 
this Court. There is no more sacred trust 
than the administration of the estate of an- 
other, living or dead. Under other conditions 
even that voluntary offer might not be suffi- 
cient defense to an application for removal. 

The further prayer that the bank be re- 
moved as trustee must be ignored, inasmuch 
as the Probate Court has no jurisdiction over 
the removal of testamentary trustees. On 
that point the law is well settled. 


1 In re. Kobbe’s Account, 225 N. Y. Sup. 386. 
2 Christy vs. Christy, 226 Ill. 547. 
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ADVERTISING FOR NEW TRUST BUSINESS 


Results of Persistent Effort Cited to Illustrate Opportunities 
Now Open to Well-equipped Institutions 


ALBERT JOURNEAY 
Vice-president, The Purse Company 


offshoot of 
corporate fiduciary 
has grown to be one of the 
most important of financial services. Today, 
with the modern phase of the business still 
young, 4,000 banks report responsibility to 
beneficiaries of approximately $30,000,000,000, 
while 15,000 banks report liability 
itors of about the same amount. 
two reasons for this growth, the fundamen- 
tal need for the type of service offered by 
well-equipped trust departments, and second- 
ly, the cumulative effects of education, in 
which advertising has played so conspicuous 
a part in directing men’s attention to a bet- 
ter way of solving the age-old problem of 
supplying a successor when their guiding 
hands should be withdrawn. 

But startling as the growth has been, it is 
but a fraction of what it should have been 
or yet may be in this generation. I think 
most of us have been looking at the trust de- 
partment through the wrong end of the tele- 
scope. Even today it is regarded by some as 
the stepchild of banking, though the depres- 
sion has brought a far more general appre- 
ciation of its inherent potentialities. 

It is true that perhaps less than 25 per 
cent of the 4,000 banks that operate trust de- 
partments have found it particularly profit- 
able. The great volume of the 
lodged in the hands of a comparatively few 
organizations. The balance is scattered more 
or less thinly among the others. Those who 
have the bulk of the business have been the 
ones who have sought it. They have set their 
houses in order, provided a real service and 
advertised it, and been bountifully repaid for 
so doing. The others have stood more or less 
idly by and taken the crumbs that fell from 
the table, and too often these crumbs have 
been insufficient to nourish them. They have 
not achieved success because they have done 
nothing to encourage it. Yet the trust field 
offers harvest enough to those who cultivate 
their portion of it. 

The value of persistent advertising may be 
illustrated by the results obtained from one 
bank’s direct-mail campaigns during the last 


tOM a small, unimportant 
commercial banking, 
business 


to depos- 
There are 


business is 


nine years. Business attributed to this form 
of advertising was estimated by the bank 
$80,287,166, exclusive of wills and trusts the 
amount of which could not be calculated. The 
total cost of the campaigns was $33,370, in- 
cluding postage. The showing by years was 
as follows: 


Estimated 
Business 
Obtained 
$1,983,000 
9,379,675 
5,293,300 , 
4,108,500 
7,512,514 
12,970,338 
18,771,332 
11,713,691 
8,554,816 
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$80,287,166 
The business secured during 19382 is classi- 
fied as follows: 


48,550 


28 Agencies. beowieus 
11 Living Trusts...... ee era 
20 Testamentary T rusts...... 
& Wills—Executorship 
10 Wills—Co-Exee peep. 
1 Insurance Trust. eee 
1 Guardianship. . 


$1,882,282 
—_ 157 


$8,554,816 

The careful records that this trust com- 
pany has maintained have definitely proved 
to its officers that had it ceased to advertise 
during this period it would today be operat- 
ing under avery” substantially smaller 
amount of business than it enjoys now and 
that the loss from income would far exceed 
the modest investment in advertising. 


Total 


Response to a Public Need 

A business or institution, to be 
nently successful, must 
Trust companies were created because of 
man’s desire to protect his family. In an 
earlier age, this was evidenced by the eree- 
tion of impregnable castles; today he seeks 
to supply impregnable financial fortifications. 
In the “Meaning of Life’’ by Will Durant, 
the author queries many of the world’s lead- 
ing thinkers as to why they keep on living 
and doing. The replies of nearly all of them 
indicate that the great motivating force is 
love of family and the desire to protect those 
near and dear to them. Search men in any 
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walk of life and the answer will be the same. 
A profession or business brought into being 
to fulfill such a universal desire cannot fail 
to grow and prosper, even though it be ham- 
pered in its early stages by the natural and 
inevitable mistakes that occur in any evolu- 
tion. 

Hence it is obvious that the ultimate fu- 
ture of the corporate fiduciary is assured. 
But will the promise be fulfilled in time to 
do us of this generation any great good? <Al- 
truism is a noble virtue, but after all the best 
way to benefit a future generation is by tak- 
ing care of the present one. 

Looking at it from the viewpoint of one 
who has intimately studied the growth of 
trust business for twenty years, this author 
believes that it presents today a most un- 
usual field for both service and profit. And 
since the stockholders and officers of trust 
companies, like all other men, are trying to 
build “impregnable financial fortresses’ to 
protect their families, the item of profit be- 
comes a most important one. 

Profit from trust business at present arises 
mainly from handling sizable estates—usu- 
ally containing assets of $20,000 or more. 
The trust company to be successful must, 
therefore, be located in a community where 
sufficient of these estates exist. 

With the fundamental requirement of ad- 
equate trust service facilities fulfilled, the 
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path is clearcut. The next step, of course, 
is removing the bushel from the light so that 
those who seek what the trust company of- 
fers may learn where to find it. The means 
of doing that is by education in which ad- 
vertising has proven invaluable. It is the 
failure to continue their advertising on the 
part of 90 per cent of trust organizations for 
the past three years that threatens to undo 
for them the advance of the past twenty 
years, for “He who rests on his oars goes 
backward.” 


The Market for Trust Service 

Very definitely, trust advertising calls at- 
tention to new goods and new uses for old 
ones. If, then, we admit that trust advertis- 
ing is a necessity, how will we use it? 

First, we must analyze the market. Only 
about 7 per cent of decedents will leave es- 
tates of $25,000 or more. They can readily 
be segregated, and the advertising dollar 
should be spent on them. 

A recent state-wide investigation of 500 es- 
tates of $25,000 and up showed the following 
allocation: intestate, 78; corporate executor, 
108 ; individual executor, 314. 

What reasoning will prompt those who 
have not made a will and those who name 
individuals to turn to the trust company? 

Remember the fundamental urge they have 
to protect their families. Create discontent 
with their present wills and make clear to 
them your ability and facilities for safe- 
guarding their estates for the protection of 
their families. Remember, too, that there are 
two main roads to attack—one through the 
heart, the other through the mind, Some will 
respond to the former, others to the latter. 

And just as important as advertising is 
merchandising or selling. As Confucius well 
said, “There comes a time when five minutes 
over the breakfast table is worth a year’s 
correspondence.” When advertising has done 
its work, then selling begins. This may be in 
smaller institutions the part-time task of the 
trust officer or other qualified employees, or 
it may in larger institutions be delegated to 
one or more trained trust ‘new business’ 
men. 

No business is as certain as the trust busi- 
ness. Sooner or later everyone must die; and 
since property is never without an owner, 
someone must hold it during that period that 
the law prescribes it must be held before the 
new owner receives it. The trust company 
should be that one, and will be in an increas- 
ing number of cases if it will only let people 
know that it is the best agent for that pur- 
pose. 
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TRUST COMPANIES 


“There comes a tide in the affairs of men 
which if taken at its flood leads on to vic- 
tory.” For the well managed trust company 
or trust department the tide is now at its 
flood. Proof of this statement is found in 
the reports emanating from those trust com- 
panies who have had the foresight and the 
courage to maintain or resume their efforts 
to secure new business in the face of present 
day conditions. 

As an example, the Fifth Third Union 
Trust Company of Cincinnati is launching a 
new direct-mail trust campaign, From the 
initial mailing to a highly selected list of 
1,816 names of people still well-to-do, nearly 
300 inquiries were received. The Fletcher 
Trust Company of Indianapolis has had a 
parallel experience, attracting forty-nine in- 
quiries on its initial mailing to a list of 1,000 
carefully selected prospects. In Milwaukee, 
the Marine National Exchange Bank has re- 
ceived replies from more than 38 per cent 
of its list. The American Trust & Banking 
Company of Chattanooga has steadily main- 
tained its advertising, even throughout the 
moratorium. They report more new business 
secured in 1933 than in any similar period. 

More important than these unusually large 
percentages of inquiries is the fact that the 
men in charge of new business all report a 
high degree of interest on the part of those 
of the inquiries on whom they have called 
and a substantial amount of new business as 
a result of their efforts. 

Definitely this proves that public interest 
in the subject is high. Men are eager for 
light that will enable them to provide se- 
curity for their families’ future. The trust 
company that furnishes that light will find 
men making a path to its doorway. 

Ro ae ee 


BANK TO AID TAXPAYERS 


The hard pressed taxpayers of Leonia, 
N. J., are to be aided in the accumulation of 
small amounts for the purpose of paying 
taxes, by the Leonia Bank & Trust which is 
depository for the borough of Leonia. 

Under a law passed at the last session of 
the New Jersey legislature taxes are now 
collected quarterly instead of annually. The 
next due date will be February 1, 1934. 

In order to enable citizens to accumulate 
and segregate funds for the payment of their 
taxes on the day due, the Leonia Bank & 
Trust Company has announced a “Taxpayers’ 
Club,” which will receive weekly deposits. 
When each installment is due the money will 
be transferred to the borough’s account and 
a receipt will be mailed by the borough to 
the taxpayer, 


ECURITY-FIRST NATIONAL 
BANK OF LOS ANGELES 


has 124 Branches, of which 70 are in the 
City of Los Angeles, 27 in cities in Los 
Angeles county, and 26 in other counties, 
from Fresno on the north to Imperial 
Valley on the south. In most of the cities 
where we have Branches, those Branches 
are the largest and leading banks of 
their respective localities. 
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The area in- 

cluded within a SS 

radius Of 250 — xawocoolyp 

miles from Los Angeles, 

in which Security- First 

National Bank is the lar- 

gest and leading Bank, includes more than 
a half of the population, wealth, agricultur- 
al production, petroleum, shipping or port 
business, and tourist business of the State. 


Convertible Custodian Trust 
Offered by New York Bank 


living 
control 


Flexible modification of ordinar 
trust permits settlor to retain full 
over all investments—No fee payable 
from principal at time agreement is exe- 
cuted—Opinion of counsel regarding 
tax questions is summarized 


The Convertible Custodian Trust, donor 
controlled, is being offered by the Chemical 
Bank & Trust Company of New York as a 
means of avoiding the high cost of transfer- 
ring property by will. It is a flexible modi- 
fication of the ordinary living trust in which 
the settlor retains complete control over all 
investments during his lifetime and also re- 
serves the right to alter, modify or revoke 
the trust at any time. Under such trust 
agreements, investments are transferred to 
the trust company, as trustee, but the terms 
may provide that the trustee shall have no 
power to sell or dispose of such investments 
or to reinvest until directed in writing by 
the donor. The trustee executes the donor’s 
orders in the purchase or sale of all invest- 
ments. 
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The trustee does not undertake to keep 
informed on merits of the investments and, 
therefore, will not assume the duty of ad- 
vising the donor. 

The income earned by the trust fund is 
paid to the donor during his lifetime or to 
such other person or persons designated in 
the agreement. The donor may also retain the 
right to revoke the trust at any time, or to 
alter or amend the terms of the agreement. 

A Convertible Custodian Trust affords an 
opportunity to the client of familiarizing 
himself with the personnel, of its ability and 
consideration. 

The donor is relieved of the responsibility 
of the physical care of the securities placed 
in trust. The trustee collects all income, re- 
ports bond calls and conversion privileges, 
provides safe-keeping for the securities, pre- 
pares figures for income tax returns, and acts 
on the donor’s orders to buy or sell invest- 
ments. During the donor’s lifetime, the only 
fee the trustee receives is a small annual 
charge on the income collected, at the regu- 
lar fee for living trusts. There is no fee pay- 
able from the principal of the trust at the 
time of the execution of the agreement. 


COMPANIES 





A trust of this type is not subject to in- 
terruption for the probate period and may 
also serve to avoid double estate taxation 
where it continues through another life. At 
the time of the donor’s death the investments 
held in trust may, at the his option, pass 
either to designated beneficiaries, or be con- 
tinued in trust, not being subject to the don- 
or’s will. In the event of revocation a charge 
is made of 1% per cent of principal, payable 
at the time of revocation in lieu of any other 
fee on principal. The trustee’s fees on prin- 
cipal and income under this type of trust 
from the date of the donor’s death would be 
at the same rates as for a_ testamentary 
trust, but the executor’s fee and other ad- 
ministration expenses accruing before the 
property can reach the testamentary trust 
are eliminated. 

According to advice of counsel, the Con- 
vertible Custodian Trust is revocable by the 
donor; the principal will not be subject to 
the gift tax, but eventually would be sub- 
ject to Federal Estate Tax. as a part of the 
donor’s estate, and the income is taxable to 
the donor. 





ANSWERS TO FREQUENT QUESTIONS 


“Why do you consider that a trust depart- 
ment is better qualified to act as executor 
and/or trustee than an individual acting in 
a like capacity?’ is the substance of a ques- 
tion frequently put to trust executives. As a 
result of several thousand interviews regard- 
ing trust matters, Frank M. Hereford, trust 
solicitor of The Charleston National Bank, 
Charleston, W. Va., gives the questioner a 
straight reply. Recently a director of the 
bank asked Mr. Hereford to put into writinz 
a statement of just what he generally said 
when contrasting their trust department with 
individual fiduciaries. 

His written reply follows: 

“It is my habit, in daily conversation upon 
the advantages of a corporate fiduciary as 
compared to an individual, to classify them 
under four main heads, viz., permanence, ex- 
perience, economy and responsibility. 

“The first letters of these four points spell 
the word PEER; I like to think, and sin- 
cerely believe, that a reputable corporate 
fiduciary is at least the peer, and often the 
superior, of an individual. 

Permanence 

“By permanence, I imply primarily that 
the corporation has continuous existence; it 
never dies, is never removed from the field 
of action, never devotes itself to interests 
differing from those of the estates it serves. 





“The individual, on the contrary, may die 
before his appointment becomes effective or, 
worse still, during the course of administra- 
tion of the estate; he has other concerns, may 
become too ill to serve and will, almost cer- 
tainly, have to travel from the site of his 
appointment at inopportune times. 

“This point of permanency, however, has 
a much deeper significance—there is perma- 
nency of character, of integrity, of efficiency. 
The trustworthy, conservative corporation of 
today gives every promise of enjoying that 
same good reputation fifty years hence; of 
individuals, the same cannot be said. 


Experience 

“In experience, the corporate fiduciary is 
unexcelled. Whereas, the layman may handle 
one estate in his life, and even the attorney 
comparatively few, the corporation will act 
in hundreds of cases. Its officers and em- 
ployees are acquainted with every intricate 
step, knowing the things to do, the places to 
go, the people to see. 

“Trust companies offer an intimate knowl- 
edge of legal procedure, tax matters, book- 
keeping and investments; the composite ex- 
perience of directors, officers and employees 
certainly surpasses that of any individual. 


Economy and Responsibility 
“The third point, economy, goes hand in 
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hand with experience. We have experts with- 
in our oWn organization, the costs of whose 
services are spread over many estates. When 
an individual acts, he must seek assistance, 
and the expenses incident thereto are prop- 
erly charged against the estate. Corporate 
fiduciaries, by the use of adequate tickler 
systems and proper accounting methods, ef- 
fect substantial economies merely by pre- 
venting costly mistakes or omissions. It is 
a matter of common knowledge that invest- 
ments made by trust companies have suffered 
far less depreciation than those of individ- 
ual trustees. 

“As to responsibility, our own state stat- 
utes recognize the superior reliability of cor- 
porations in specifying that no bond be re- 
quired of them as fiduciary. The assets of a 
bank, its stockholders, its reputation, its very 
life, stand pledged to a faithful and intelli- 
gent administration of the decedent’s affairs. 

“These are the four fundamentals of cor- 
porate trust service. In addition, we like es- 
pecially to stress the part our executive com- 
mittee plays in supervising investments and 
in directing our policies. It is my belief that 
the best way to get these points across to a 
prospective customer is to illustrate them by 
telling a story of some case in which we 
acted. Often, men say, ‘Well, your trust de- 
partment can’t do these things perfectly.’ My 
reply then is, ‘Perhaps; but who can do it 
better?’ 

Discussing Investments 

Uf late, more and more men are interest- 
ed in a detailed discussion of investments. 
Indeed, it is a rare interview in which this 
topic is not given minute examination. Bear- 
ing in mind that every case is somewhat dif- 
ferent, and attempting always to illuminate 
each point by little stories or illustrations 
which free the conversation of boring techni- 
ealities, my response runs in this vein: 

“All the investments which we make as 
trustee are subject to the direction of our 
executive committee, composed of members 
of the board of directors. Every testator has 
the privilege of specifying that his trustee be 
restricted to “legal investments,’’—i.e., bonds 
of our Federal Government, bonds of the 
state of West Virginia or of any other state 
which has not defaulted in the last ten years, 
bonds of municipalities, school or magisterial 
districts which have not defaulted within a 
like period, or real estate mortgages up to 
80 per cent of the assessed value of the prop- 
erty—or shall not be restricted to this class. 
The testator’s instructions must be followed 
to the letter. 

“If we are confined to legal investments, 
these bonds are bought under the supervision 
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Calitornia -wide 
trust service... 


Through the 415 branches 
of Bank of America’s great 
statewide system, a truly 
metropolitan trust service is 
available in 248 California 
cities and towns. Bank of 
America offers this service 
for the efficient, economical 
handling of any fiduciary 


business. 


BANK of AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 
CALIFORNIA 


Bank of America National Trust & Savings 
Association, a National Bank 

and Bank of America, 4 California State Bank 

are identical in ownership and management 
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TRUST COMPANIES 


INCORPORATED 1864 


SAFE DEPOSIT AND TRUST CO. 


OF BALTIMORE 
13 SOUTH STREET 


CAPITAL, $2,000,000 


SURPLUS AND PROFITS OVER $3,890,000 


OFFICERS 
JOHN J. NELLIGAN. CHAIRMAN OF BOARD 
JOSEPH B. KIRBY: PRESIDENT 


H. H. M. LEE ° ° ° VICE-PRES. 
ANDREW P. SPAMER 2D VICE-PRES. 
WILLIAM R. HUBNER : - 3RD VICE-PRES. 
GEORGE PAUSCH - 4TH VICE-PREs. 
REGINALD S. OPIE - STH VICE-PREs. 
GEORGE 8B. GAMMIE~- - TREASURER 
THOMAS B. BUTLER - ° - SECRETARY 
CHAS. F. LECHTHALER * REAL ESTATE OFFICER 
JOHN W. BOSLEY ASST. TREAS. & ASST, SEC. 
EDGAR H CROMWELL - ASST. TREAS. & ASST. SEC. 
ANDREW H, TROEGER a ° - ASST. TREAS. 


J. EDWARD KNAPP - ASST. TREAS. 
ROBERT B. CHAPMAN - ba ASST. SEc. 
|. CAMPBELL CONNOR - - ° AssT. SEC, 
W. D. G. WRIGHTSON - - ASST. SEC. 
ROLAND L. MILLER - * CASHIER & AssT. SEC. 
MAURICE J. NELLIGAN ~ ASST. CASH, & ASST. SEC. 
HARRY E. CHALLIS e ° - ASST. CASHIER 
RAYMOND E. BURNETT °- bad ° - AUDITOR 
HOWARD W. BAYNARD e ASST. AUDITOR 
JAMES S. ASHER : . ASST. AUDITOR 
CHALMERS S. BRUMBAUGH STATISTICIAN 


DIRECTORS 


JOHN J. NELLIGAN 
WALDO NEWCOMER 
BLANCHARD RANDALL 


NORMAN JAMES 
SAMUEL M. SHOEMAKER 
ROBERT GARRETT 





of the executive committee, taking into con- 
sideration safety of principal, amount of 
yield, and the maturity date of the bonds as 
relating to the time of expiration of the trust. 
There are three situations in which we are 
absolutely bound to legal investments: 

(a) Where the will specifies them. 

(b) Where the will neglects to mention 
investments. 

(c) Where no will was written and we 
are acting, under court appointment, 
as administrator, committee, guard- 
ian, ete. 

“The other side of the picture is presented 
when wills instruct that the trustee not be 
confined to legals. Here our duties are much 
wider and, consequently, our responsibilities 
greater. Although preservation of the corpus 
is still our greatest concern, the implication 
is that we are to seek a higher return than 
legal investments can promise. We can, then, 
buy bonds of concerns engaged in the manu- 
facturing, transportation and marketing of 
necessary commodities and can even, in some 
eases, go so far as to purchase preferred and 
common stocks. We are held, however, to 
the duty of making every possible inquiry as 
to the stability of the equities we hold, and 
are charged with exercising the diligence, 
discretion and judgment which good business 
men employ. If these requirements are met, 
we are absolved from personal liability. It 
is interesting to note, on the other hand, that 
at least one court has lately held that, since 
trust companies have widely heralded their 
superior investment ability, they should be 
held to a performance excelling that of or- 
dliinary individuals.” 


JOSEPH B. KIRBY 
HOWARD BRUCE 
MORRIS WHITRIDGE 


J. EDWARD JOHNSTON 
EDWIN G. BAETJER 
LYMAN DELANO 


PUBLIC RELATIONS TO FORE 


American Institute of Accountants recog- 
nizes active participation in public affairs 
as part of professional responsibility 


A special committee on public relations has 
been created as an agency through which 
the accountancy profession may direct its in- 
fluence on public affairs, recently announced 
John F. Forbes, president of the American 
Institute of Accountants, who declared that 
the present economic tangle offers a chal- 
lenge to the trained accountant. 

“This is no time for the accountant to hide 
his light under a bushel,” says Mr. Forbes. 
“The day has passed when his responsibility 
was limited to the requirements of his pro- 
fessional engagements. Because of the in- 
sight into applied economics that comes to 
him from his peculiar training and experi- 
ence, he is perhaps best fitted of all profes- 
sional men to pass judgment on the business 
practices that today give character to the 
policies of public bodies. Under these cir- 
cumstances he cannot remain passive in 
crises such as the present. 

C. Oliver Wellington of New York is chair- 
man. The other members are: Lewis Ashman 
of Chicago; George P. Auld, Erie A. Cam- 
man, W. B. Campbell, George Cochrane and 
Philip N. Miller, of New York; Norman L. 
McLaren of San Francisco; Herbert M. Tem- 
ple of St. Paul, and Leon E. Williams of 
Washington, D. C. 
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TRUST COMPANIES 


The enlarged facilities, as provided in the new home 
of The Fifth Third Union Trust Co., are 
available in all fiduciary matters. 

WM. A. STARK, Vice-President and Trust Officer 


tke FIFTH THIRD [JNION TRUST co 


CINCINNATI, OHIO 
MEMBER FEDERAL RESERVE SYSTEM 








DETROIT TRUST REOPENS AS FIDUCIARY 


Conservatorship lifted— Harry J. Fox 
named chairman — Ralph Stone vice- 
chairman 


Harry J. Fox was named chairman of the 
board of Detroit Trust Company November 
29th, when the state conservatorship under 
which the company had been operating was 
lifted. Ralph Stone was elected vice-chair- 
man of the board and McPherson Browning 
remained as president. Mr. Fox issued the 
following statement: 

“Detroit Trust Company is an independent 
trust company with 1,797 stockholders. It 
has been in continuous operation since 1901. 
It sells no securities, does no banking busi- 
ness, accepts no deposits. It operates strictly 
as a trust company, unassociated with any 
banks, investment companies or holding com- 
panies. 

“Detroit Trust Company concentrates all 
of its activities on the management of prop- 
erty under trust or fiduciary agreements, on 
the business administration and settlement 
of estates and on trust services for corpora- 
tions.” 

Capital stock and surplus of Detroit Trust 
Company total $5,333,560, 

Other officers elected, all of whom previ- 
ously had been with the trust company, are: 
executive vice-presidents: Lawrence K. But- 
ler, Charles P. Spicer, Selden B. Daume; 
vice-presidents: Harry L. Stanton, C. Tom 
Darnton, Ernest K. Matlock, Albert B. Hoff- 
man, Albert E. Green, Clarence M. Justice, 
Erle H. Henderson, Leonard P. Reaume; 
treasurer: William J. Thomas; secretary: 
Lawrence K. Butler; assistant vice-presi- 
dents: Herbert V. Pusch, Robert L. Nixon, 
Harry R. Gleeson, Frederick J. McGavin: 
auditor: H. C. Van Every. 


In addition to Messrs. Fox and Stone, 
stockholders named the following to the 
board of directors: Col. Frederick M. Alger, 
C. P. Bentley, McPherson Browning, B. J. 
Craig, James E. Danaher, James E. David- | 
son, Frank D. Eaman, J. B. Ford, Jr., James 
S. Holden, Arthur J. Lacy, Sidney T. Miller, 
Jr., James Thayer McMillan, Truman H. 
Newberry, Henry Shelden, and E, D. Stair. 


Harry J. Fox 
Chairman’of the Board of the Detroit Trust Company 
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New Federal Legislation 


Shortly Congress will reconvene and 
continue to enact history-making leg- 
islation relative to subjects of great 
interest to every bank in the country. 
Indications are that amendments and 
additions to laws enacted early this 
year by the new administration will be 
adopted. Without question you will be 
vitally affected by such new measures. 
You have the complete structure of the 
Federal bank system available in our 
FEDERAL RESERVE AND BANK 
LAW SERVICE, and you cannot af- 
ford to be without prompt reports of 
all new developments relative to any 
legislation so vitally affecting you. 
There is no Service giving you in a 
more concise and efficient form old, 
new and prospective legislation relative 
to Federal bank problems than does the 


FEDERAL RESERVE 
AND 
BANK LAW SERVICE 


QwmieRrck CLresRiInG, HovsE, Ise, 


LOOSE LEAF Caeveee DIVISION 


205 WEST MONROE ST., CHICAGO 


REAL ESTATE APPRAISERS 


Institute accepts _ applicants—Purposes 
of new by-law explained 


The American Institute of Real Estate Ap- 
praisers of the National Association of Real 
Esinte Boards at the recent meeting of its 
governing council held in Chicago, elected to 
membership sixty out of ninety-six appli- 
eants. The institute now has 262 individuals 
in the grade of member. They were chosen 
after careful investigation as to their profes- 
sional experience and standing. In addition 
the institute has 177 affiliates. 

Under a new by-law the institute may es- 
tablish within its own membership such clas- 
sifications as, urban appraisers, farm land 
appraisers, and the like. The classification 
would be only within the Institute’s own 
membership. It would be based on as high 
membership qualifications as at present in 
regard to experience, professional integrity, 
and understanding of appraisal principles. 

This provision was adopted to enable the 
institute to meet the need for development 
of scientific appraisal principles in special- 
ized fields, as, for example, the field of farm 


land appraisal, now undergoing an emergency 
expansion. Rapid expansion is now going 
on in the personnel of farm land appraisers 
due to the operation of the Federal Farm 
Credit Administration and to the whole pres- 
ent adjustment program of lending institu- 
tions in regard to farm mortgages. 
Whereas the Federal Land Bank Apprais- 
ers a few months ago totaled only some 100 
men in the field, there are now over 5,000 
such appraisers working for the federal farm 
financing agencies, In addition there are 
about as many more farm land appraisers at 
work for insurance institutions, banks, tax 
bodies, ete. It is estimated, between 7,500 
and 10,000 men are devoting a considerable 
part of their time to agricultural appraisal. 
A prominent official of the Home Loan Bank 
system estimates that there will eventually 
be somewhere near 10,000 appraisers for the 
Home Owners Loan Corporation. This is on 
the basis of an average of three to the county. 


CHICAGO BANK DIRECTORS 


American National Bank & Trust Company 
elects four members of board 


Four new directors were elected to the 
board of the American National Bank & 
Trust Company, Chicago, Ill., November 29th. 
The new directors are well known in finance 
and business circles. Lawrence H. Armour is 
a director of Armour & Co., and a Governor 
of the Chicago Stock Exchange. He will take 
an active part in the bank’s affairs as chair- 
man of the executive committee. 

L. Lewis Cohen is president of the Union 
Asbestos & Rubber Company of Chicago, pres- 
ident of the Equipment Specialties Company, 
president of the Unareo Corporation, and a 
director in other corporations. Arthur L. 
Blakeslee is president of the Kalamazoo 
Stove Company, Kalamazoo, Michigan, and 
a director of the First National Bank & Trust 
Company of Kalamazoo. 

James R. Bremner is vice-president of 
Bremner Bros., Chicago. 

S. J. T. Straus has resigned as president 
of the bank and that office will remain un- 
filled temporarily. 

M. L. Straus, executive vice-president, who 
has been in active management of the affairs 
of the bank since its foundation, in June 
1928, continues in that capacity. 


George T. Page, former federal judge at 
Chicago, has been elected president of the 
Commercial-Merchants National Bank, Peo- 
ria, Il. 
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UNION TRUST OF MARYLAND REOPENS 


The opening of the reorganized Union 
Trust Company of Maryland, Baltimore, on 
December 18th marks the return of one of 
the largest banking and trust institutions in 
the south. The company starts in a very 
strong position with capital of $5,000,000 and 
total deposits of approximately $20,000,000. 

Thomas B. McAdams, executive manager 
of the State-Planters Bank & Trust Company 
of Richmond, becomes president of the bank, 
which had been closed since the banking holi- 
day. He succeeds Benjamin H. Brewster, Jr., 
who held that post during reorganization. 
Announcement is made of the election of 
William H. Gideon, Charles W. Hoff, Jr., and 
(. B.' Winchester as vice-presidents of the 
company. J. B. H. Dunn has been appointed 
secretary and Walter D. Bohn, treasurer. 

The Union Trust Company has become a 
member of the Federal Reserve System, with 
the capital funds of $5,000,000 including 
$500,000 of capital notes. Under the reorgan- 
ization plan 20 per cent of deposits were 
made immediately available, certificates of 
deposit and of beneficial interest being issued 
for the remaining SO per cent in equal pro- 
portion. A new board of directors was chosen 
and the positions of chairman and vice-chair- 
man abolished, the president presiding at 
board meetings. Mr, Brewster, under whose 
leadership the reorganization was so success- 
fully concluded, will head the newly created 
executive Committee. Members of the board 
Will serve by rotation of the committee for 
three-month periods, one new member being 
named each month. 

The trust company opened without any 
bills payable, all indebtedness to the Recon- 
struction Finance Corporation having been 
paid off and collateral valued at $18,000,000 
having been returned to the bank. President 
McAdams is widely known as a past presi- 
dent of the Association of Reserve City Bank- 
ers, the Virginia Bankers Association and the 
Richmond Clearing House. Starting his bank- 
ing career with what is now the First & Mer- 
chants National Bank of Richmond, in 1898, 
and becoming its senior vice-president in 
1904, he left that post to join the State- 
Planters Bank & Trust Company in 1925 as 
executive manager. 


George J. Avent has been named a director 
of the Jacksonville, Fla., branch of the Fed- 
eral Reserve Bank of Atlanta. He is presi- 
dent of the Florida National Bank, Jackson- 
Ville. 


THomMAS G. MCADAMS 


President, Union Trust Company of Maryland, 
Baltimore, Md. 


MERGER IN WEST VIRGINIA 


The Dollar Savings & Trust Company of 
Wheeling, W. Va., the largest bank in West 
Virginia, with total resources of nearly fif- 
teen millions, has merged with the Wheeling 
Bank & Trust Company under the title of the 
Wheeling Dollar Savings & Trust Company. 
The latter institution, established in 1870 as 
the German Bank, has assets totaling over 
seven millions with capital funds of one mil- 
lion. 

The Dollar Savings & Trust, organized in 
1889, has capital of $1,165,600 and surplus 
of $2,500,000 and represents the merger, some 
years ago, of the Dollar Bank with the 
Wheeling Title & Trust Company. Its pres- 
ent quarters will be the banking quarters of 
the new institution, the trust business being 
conducted in the building of the Wheeling 
Bank & Trust Company. 


John T. Walker, Jr., president The Atlantic 
National Bank of Jacksonville, Jacksonville, 
Fla., has announced the recent election of 
J. Taliaferro Lane to the position of Cashier. 
He succeeds G. E. Therry, who has become 
vice-president of the West Palm Beach At- 
lantie National Bank, West Palm Beach, Fla. 
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GUARANTEED MORTGAGE CONTROVERSY REVIEWED 


Prior to the bank holiday, it was the prac- 
tice of title and mortgage companies of New 
York to pay their investors interest upon 
the due date regardless of whether it had 
been collected from the mortgagors or not. 
This practice coupled with the fact that there 
was an ever increasing inability of mort- 
gagors to meet their obligations, created a 
severe drain on the cash resources of these 
companies prior to Mareh 4, 1933. This natu- 
rally resulted in the assets of these com- 
panies becoming frozen in advances to hold- 
ers of guarantees and real estate acquired 
as a result of foreclosure proceedings. 

After the March, 1933 holiday, the title 
and mortgage companies in New York oper- 
ated under restrictions which permitted them 
to pay out only those amounts which they 
had collected. 

Subsequently fourteen companies in New 
York State were subject to rehabilitation 
proceedings under the direction of George 8. 
Van Schaick, New York State Superintendent 
of Insurance, who held as rehabilitator many 
millions of dollars of guaranteed mortgages. 

On November 24th New York Supreme 
Court Justice Alfred Frankenthaler handed 
down a decision construing the rehabilitation 
law for mortgage guarantee companies. The 
Court ruled that the owners of mortgages 
may demand the return to them of guaran- 
teed mortgages held by the Superintendent 
of Insurance as rehabilitator, in order that 
they may take such steps as they deem 
necessary to protect their interests. 

The question came before the Court on 
petitions filed by Central Hanover Bank and 
Trust Company and the City Bank Farmers’ 
Trust Company, both of New York City, as 
owners of guaranteed mortgages. The City 
Bank Farmers Trust Company, as owner of 
three mortgages aggregating $3,000,000, pe- 
titioned to compel the Superintendent of In- 
surance to elect whether he would adopt or 
reject a guarantee contract with the Law- 
yers’ Title & Guaranty Company, and to 
compel him to turn over all rents collected by 
the mortgage company from the owner of 
the property in question. 

In his opinion Justice Frankenthaler re- 
cited the terms of the guarantee and stated 
that the Lawyers’ Title & Guaranty Com- 
pany, on December 1, 1932, paid the mort- 
gage owner $90,000 for interest due that day, 
although it had not been collected, using 
$82,500 of its own funds. An agreement was 
then made by the guarantee company with 
the mortgagee, which provided that the net 


income, with no deductions for taxes, was to 
be paid to the guarantee company. The 
owner of the property defaulted on $90,000 
interest and $3,000,000 principal June 1, 1933, 
and the mortgagee has received nothing on 
the sums then due. Between June 1 and 
October 4, 1933 the guarantee company re- 
ceived $31,232, of which it paid the City 
Bank Farmers’ Trust Company $23,232, but 
unpaid taxes up to November 1, 1933 aggre- 
gated more than $130,000. 


Control Ceases After Default 

Justice Frankenthaler’s opinion states that 
in the case of the Central Hanover Bank and 
Trust Company, as owner of $1,100,000 mort- 
gage, which was guaranteed by the New 
York Title & Mortgage Company it was held 
that “the guarantor’s right to retain exclu- 
sive control of the bond and mortgage ceases 
upon its failure to perform the guarantee,” 
and that the conclusion “applies with even 
greater force” to the City Bank Farmers 
Trust Company case. “The Superintendent 
may not, except with the petitioner’s (mort. 
gagee’s) consent, retain control of the bond 
and mortgage after default upon the guar. 
antee, whether he adopts or rejects the guar 
antee.” 

In the trust company’s demand for the 
payment of the net income from the mort- 
gaged property since last December, it was 
contended that the moneys consist of trust 
funds and that the mortgage company had 
no right to apply them in partial reimburse- 
ment of interest paid the owner of the mort- 
gage. 

The Court said: “There can be no doubt, 
in the absence of an express provision to the 
contrary, that the net income of the mort- 
gaged property, when paid by the owner to 
the company, becomes the property of the 
petitioner. If the owner, instead of paying 
interest, turns over to the company all the 
net rents and profits of the mortgaged prem- 
ises, the conclusion can be no different.” 

In deciding as to the attitude the rehabili- 
tator may take as to adopting or rejecting 
the guaranty in the petition of the Central 
Hanover Bank and Trust Company, the Court 
said that the trust company “is entitled to 
enforce its bond and mortgage and obtain 
the relief requested in respect to rents al- 
ready collected and to be collected in the 
future without prejudicing such rights as it 
may possess on the company’s guarantee.” 

Referring to the effect of the giving up 
of control of the mortgaged property, Justice 
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Frankenthaler said, “the termination of the 
company’s agency involves no disaffirmance 
or recision of the guarantee, the continued 
existence of the agency being impliedly con- 
ditioned upon the continued performance of 
the guarantee.” 

A statement issued by George S. Van 
Sehaick, Superintendent of Insurance, com- 
menting upon the above decisions, said in part: 

“These decisions were the first of a group 
of decisions which will clarify the rights of 
the creditors of the title and mortgage com- 
panies. The obtaining of such decisions is 
in accord with the program of the Depart- 
ment in getting fundamental decisions 
promptly made in order that the processes of 
rehabilitation may proceed with celerity. The 
Department, after taking the companies over 
for rehabilitation, was urged to make an 
official ruling as to the effect of withdrawal, 
but refrained from doing so, feeling that it 
was a legal matter which the courts should 
decide. 

The Superintendent added that until a 
study of these opinions by counsel is com- 
pleted, the order of the Court entered and 
the policy of the Department determined, the 
various special deputies in charge of the 
companies in rehabilitation would continue 
to permit the withdrawal of mortgages in 
default without commitment as to the legai 
effects of such withdrawal. 

In a detailed interim report to Governor 
Lehman, announced December 11th, Superin- 
tendent Van Schaick said in part: 

“Interest amounting to $22,254,628 has 
been remitted to certificate and mortgage 
holders since rehabilitation. The money now 
being collected from mortgagors is held in 
trust and remitted promptly. The present 
amount of outstanding guarantees of the 
fourteen companies is now $1,901,084,318, a 
reduction of $761,123,782 since about a year 
ago. The decrease in the number of out- 
standing guaranteed mortgages has been due 
to payment and releases. Most of the re- 
leases have been by insurance companies, 
savings banks, trust companies and other 
large holders. There have been substantially 
no releases by certificate holders. This $761,- 
123,782 of releases and payments directly in- 
creases the participation of the certificate 
holders in the assets of the companies.” 


Decision in Kline Case 
On December 12th, Justice Frankenthaler 
handed down a decision outlining the right 
of holders of an interest in a mortgage to 
bring foreclosure proceedings. 
The Court ruled that foreclosure proceed- 
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ings could not be taken by an owner of an 
interest of only 2 per cent which was the 
interest of Nellie K. Kline who brought suit 
on behalf of herself and all other owners of 
a mortgage, application having been made 
on the ground of Justice Frankenthaler’s de- 
cisions reported above. The court pointed 
out that if the plaintiff were the owner of 
the entire mortgage it might be that she 
could sue to foreclose “without formal noti- 
fication to the Bond and Mortgage Guaran- 
tee Company of an election to revoke its 
exclusive agency. The difficulty here is that 
the plaintiff’s interest in the bond and mort- 
gage represents less than 2 per cent of the 
mortgage indebtedness. 

“Let us assume that the owners of the 
remainder of the bond and mortgage, repre- 
senting more than 98 per cent of the in- 
debtedness, desire the exclusive agency to 
continue. Are the wishes of less than 2 per 
cent to overcome those of more than 9S per 
cent? Whose wishes are to prevail? Obvi- 
ously, the owner of a portion of a bond and 
mortgage does not possess all the right of an 
owner of a whole.” 

Justice Frankenthaler said that his rul- 
ing to this effect “does not mean, however, 
that the holder of a part of a bond and mort- 
gage is left without a remedy.” He may sue 
under the. provisions of the recent law per- 
mitting the holders of two-thirds of a bond 
and mortgage “to effect a plan of reorganiza- 
tion subject to the approval of the court.” 

The recent law referred to by the Court 
was known as the Schackno Bill, Chapter 
745 of the Laws of 1933-New York. 

Since the Frankenthaler decision in the 
two trust company cases reports from many 
sources indicate that certificate holders in 
more than sixty issues representing a total 
investment in excess of $100,000,000 have 
united to form mutual companies for the 
purpose of taking control of the real estate 
given as security for their investments. 


Ouster Application Denied 


On December 9th application was made to 
Justice Frankenthaler by Max D. Steuer for 


Joseph Nemerov, an attorney who in his 
application stated he “represented a large 
number of certificate holders’ for permission 
to sue Superintendent Van Schaick, to oust 
him from control of properties of the guar- 
antee mortgage companies now in rehabili- 
tation. This application was denied by the 
Court December 18th, when he pointed out 
methods by which the certificate holders 
could combine to get control of various prop- 
erties securing the certificates they own. 
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Trustees 


Fiduciary Service 
in New York State 


With nearly three-quarters of a cen- 
tury of continuous fiduciary experi- 
ence in New York State, we are glad 
to extend to banks and trust com- 
panies in other states full co-opera- 
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Joseph Michaels 
George V. McLaughlin 
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Thomas H. Roulston 
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tion in the handling of estate and 
trust problems of their clients re- 
quiring special attention in thisstate. 


Nothing To 
Sell But Service 


27 Offices in 
Greater New York 


id New York Office—26 Broad St. 


One of the oldest Trust Companies in the United States 


“The court sees no reason why the super- 
intendent should remain in control of the un- 
derlying securities when the owners thereof 
elect to take over the management of such se- 
curities for their own benefit. The embarrass- 
ing position in which the superintendent finds 
himself as a result of his statutory obligation 
to represent conflicting interests will be very 
largely relieved if those owning collateral in 
the possession of the guarantee companies tak- 
en over by the superintendent are granted the 
rights to which their ownership entitles them 
and are permitted to withdraw such collateral 
and deal with it as they see fit. 

“In this manner the gigantic and stupen- 
dous problem which confronts the superinten- 
dent at this time, by reason of his duties to 
administer the vast amount of collateral se- 
curing guarantees issued by the companies 
will be reduced and simplified to a very con- 
siderable extent, and the superintendent will 
be able to confine himself primarily to the 
problem of administering the assets belonging 
to the guarantee companies in their own right, 
as distinguished from the collateral which 
they hold in trust for others.” 


Governor Lehman on December 1Sth ap- 
pointed George W. Alger, of New York City, 
as a Moreland Act commissioner, to investi- 
gate the management and affairs of the in- 
surance department with reference to the 
operations, conduct and management of the 
title and mortgage guarantee corporations 
under its supervision. The appointment of a 
Moreland Act investigator was made at the 
request of Mr. Van Schaick. 





CENTRAL REPUBLIC TRUST 


The Central Republic Trust Company of 
Chicago, whose deposit liabilities were trans- 
ferred to the City National Bank & Trust 
Company at the time of its organization 
in 1932, has announced the separation of its 
investment affiliate, the Central Republic 
Company. Holders of stock of the trust com- 
pany, which carried beneficial interests in 
the security company, have been requested to 
exchange these certificates for separate 
shares. The Central Republic Trust Company 
will henceforth confine its activities to trust 
business and to the maintenance of the real 
estate loan department which owns the bank- 
ing home also occupied by the City National 
Bank & Trust Company. 


R. M. Alton, assistant trust officer for the 
past nine years of the United States National 
Bank, Portland, Ore., has been promoted to 
the position of trust officer. He succeeds D. 
W. Holgate. Paul S. Dick, president of the 
bank, also announced the advancement of E. 
S. McClain to the post of credit manager. 
Mr. McCain is president of the Portland 
Chapter, American Institute of Banking. 
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‘* Your Personal Bank”’ 


A Friend 
In 
Chicago 


Occasionally a client may 
need the assistance of an 
out-of-town trust company. 
If the need should arise for 
a trust company in Chicago, 
we should be pleased to 
have you suggest a call 
upon us. 


Whenever you send any 
clients to us, you can be 
confident that their inter- 
ests and yours will be thor- 
oughly protected. 


TRUST DEPARTMENT 
Harris Trust and Savings Bank 


Organized as N. W. Harris & Co., 1882. Incorporated 1907 


HARRIS TRUST BUILDING, CHICAGO 
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PROPER EXECUTION OF WILLS OUTLINED 


Seemingly Trivial Oversight May 


Defeat Object of Instrument— 


Practical Suggestions for General Guidance 


R. R. BIXBY 
Trust Consultant 


RAUDULENT wills over genuine signa- 

tures, substitution of pages in a will, mu- 

tilation by cutting away portions unde- 
sired by perpetrators of the fraud, are of 
sufficient frequency to emphasize the vital 
importance of the proper execution of au- 
thentie wills. The wishes of a testator may 
be thwarted if the instrument is not executed 
in strict compliance with the laws which gov- 
ern the admission to probate of a formal at- 
tested or witnessed will. 

A purported will was recently denied 
probate, in New York State, because it was 
proved that Fannie Redway, the decedent 
and would-be testatrix, had failed to sign 
the instrument in the presence of one of the 
subscribing witnesses and had omitted the 
acknowledgment of her signature in his pres- 
ence. This witness had been called in and 
signed the intended will after the decedent 
had signed the document and after she had 
declared it to be her last will and testament. 
Admission of the will to probate was con- 
tested on the grounds of undue influence, 
lack of testamentary capacity and improper 
execution. The will was admitted to probate 
by the Surrogate. The case was appealed to 
the Appellate Division, on the sole question 
of execution, and reversed by a four to one 
decision which held that the statutory re- 
quirements of the Decedent Estate Law of 
New York State had not been observed in 
the execution of the document. The failure 
of the decedent to sign in the presence of 
each of the subscribing witnesses or to ac- 
knowledge her signature to each of them vio- 
lated the statute. Thus the instrument in- 
tended, by the decedent, to be her last will 
and testament was invalidated according to 
the hard and fast rules of law. 

Cases similar to the Fannie Redway mat- 
ter are repeatedly coming before the courts 
of the various states and each decision, based 
on legal technicalities, which prevents the 
carrying out of the decedents’ wishes as ex- 
pressed in the document designed to be a 
will, emphasizes the extreme caution which 
should be exercised in the proper execution 
of all wills in order to fully comply with the 
statutory requirements. 


The statutes in the several states vary con- 
siderably as to the manner of executing a 
will. Some state laws do not require that 
the testator necessarily sign at the end of 
the will, or at least the law does not ex- 
plicitly state that the testator must sign at 
the end of the will. However the statutes 
of a number of states specifically set forth 
that the testator’s signature must appear at 
the end of the will. 


Obligations of Witnesses 


Laws of the various states prescribe by 
statute the number of witnesses required. 
Some states require three witnesses while 
others require only two. However, no state 
requires more than three witnesses and for 
that reason many experienced trust Men con- 
sider it best to always have three witnesses, 
even though the law of their state may re- 
quire only two, for a testator residing in a 
two witness state may own real estate in 
a state which requires three witnesses to a 
valid will. 

Witnesses to a will should know the tes- 
tator and if they are familiar with the tes- 
tator’s signature—as bank men are familiar 
with the signatures of their depositors—that 
is quite desirable. The witnesses should be 
younger than the testator and it may prove 
advantageous to have witnesses who live in 
different places, as in different sections of 
the city. Where there are plenty of available 
witnesses to choose from it seems advisable to 
select those persons who do not frequently 
associate—that is, make a practice of doing 
the same things at the same time. This pre- 
caution reduces the chance of accidental 
death of all witnesses at one time. It is not 
necessary for the witnesses to know the con- 
tents of a will, but no person named in a 
will as legatee, devisee or beneficiary should 
be requested to act as a witness. 


Signing the Will 


There are various methods followed in exe- 
cuting wills and while it might be held that 
a testator was not required to sign his will 
in the presence of the witnesses, his acknowl- 
edgment to them being sufficient, it appears 








668 TRUST COMPANIES 


Washington’s Largest Trust Company 


AMERICAN SECURITY 


AND TRUST COMPANY ¢ 


Fifteenth and Pennsylvania Avenue 
WASHINGTON, D. C. 


Capital andSurplus - - $6,800,000.00 


Assets over - - $45,000,000.00 


Five Banking Offices 
MEMBER FEDERAL RESERVE SYSTEM 








that it would always be best for the testator 
to sign at the end of the will and also sign 
his name on each page of the will (the left- 
hand margin is a good place) and that he 
sign in the presence of all witnesses; that 
he make a statement that the document he 
is signing is his will. After signing it would 
be desirable for the testator to say to the 
witnesses: “This document which you have 
just seen me sign is my last will and testa- 
ment. I'll appreciate it if you will each sign 
as witnesses;” that the witnesses first sign 
simply as witnesses near the testator’s signa- 
ture on the last page of the will. Next, that 
they sign the attestation clause and then 
write their addresses. Then sign each page 
of the will; the lower left-hand margin of 
each page is a convenient place. After a tes- 
tutor has called witnesses preparatory to exe- 
ecuting his will and after he has started to 
sign his name, nothing should be allowed to 
distract his attention or the attention of any 
of the witnesses, and never should the testa- 
tor or any witness leave the immediate vicin- 
ity until the document has been properly and 
completely executed. Let us consider an ex- 
ample of a case which might parallel one 
phase of the Fannie Redway matter. Assume 
that someone should call you and say “Mr. 
Jones is signing his will, will you step over 
and witness it?’ and after you arrive Mr. 
Jones signs his name and the one who called 
you hands you a pen, suggesting by his act 
that you sign, do not do so until Mr. Jones 
has declared the document he has just signed 
to be his will and asks you to sign as a 
witness. Should you at any time be placed 
in such a position, you should say, “Mr. 
Jones, is this your will?” If he answers in 
the affirmative, ask him, “Do you wish Mr. 

, Mr. ————— and me to sign as 
witnesses?’ Upon his answering “Yes” or 
“T do,” you will have fulfilled the conditions 


precedent to the signing of the usual form 
of attestation. 

When called upon to act as a witness to 
a will it is a safe rule to never sign as a 
witness unless the testator has signed, sealed, 
published and declared the document to be 
his will in your presence and in the pres- 
ence of the other witness or witnesses. 

After a legitimate will has been duly ex- 
ecuted, it is good business practice to deposit 
it for safe keeping with the trust department 
of the bank or trust company named therein 
as executor and/or testamentary trustee. 

It is the usual custom for the trust de- 
partment to give the testator a receipt for 
the original will and to suggest to him that 
he deposit the receipt, together with a carbon 
copy of the will, in his safe deposit box. 


FINANCIAL HANDBOOK, new second edition, 
edited by Robert H. Montgomery, pubk- 
lished by the Ronald Press Co., New 
York, 1933, 1675 pps.: $7.50. 

Comprehensive, concise, accurate informa- 
tion covering a wide range of practical busi- 
ness subjects is provided by the second edi- 
tion of the “Financial Handbook.” The last 
word is never said on financial manageiment. 
Important changes have taken place in the 
last decade; changes in capital structure and 
corporate organization are more frequeat. 

Included in the list of forty-eight contrib- 
uting and consulting editors are leading econ- 
omists, eminent lawyers, expert accountants 
and business executives, who are thoroughly 
familiar with their subjects and representa- 
tive of the best thought and practice in their 
respective fields of financial administration. 
Selection and editing of material has been 
under the supervision of Robert H. Mont- 
gomery, lawyer; certified public accountant ; 
author of standard works on income tax 
procedure, auditing and federal taxes. 

It is practically impossible to give an ade- 
quate description of the breadth of financial 
subjects treated in the twenty-nine sections 
of this new edition which offers authoritative 
guidance in the planning and management 
of finances. 

Each section brings together and interprets 
facts regarding a particular phase of finance, 
in concise form intended to save time in get- 
ting at the essential of the subject treated. 
A few of these sections are corporate organ- 
ization and procedure; promotion and finan- 
cial plans; financial statements and reports; 
law of negotiable instruments; banking or- 
ganization and practices; investment securi- 
ties and their analysis; and twenty-two other 
sections which comprise a financial library 
in one volume. 
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McANENY IN NEW POST 


New York City Comptroller elected presi- 
dent of Title Guarantee & Trust Co. 


George McAneny, Comptroller of the City 
of New York, has been elected president of 
the Title Guaranty and Trust Company to 
take office January 1st. Harold W. Hoyt and 
Frederick P. Condit continue as vice-presi- 
dents. All other officers remain the same. 

Joseph V, McKee, who will on January 1st 
resume the private practice of law, has been 
retained as counsel, in addition to Messrs. 
Milbank, Tweed, Hope & Webb, the general 
counsel of the Title Guarantee and Trust 
Company. 

The board of trustees decided that, in or- 
der that the company may be in a position 
to participate to the maximum degree in con- 
structive moves designed to rehabilitate the 
real estate situation in New York, the pay- 
ment of a dividend should be omitted at this 
time, despite the fact that earnings for the 
year have been more than sufficient to pay 
the usual dividend. The company has already 
this year paid three quarterly dividends ag- 
gregating $400,000, and had, at the end of 
November, aggregate undivided profits of 
$640,000, The company’s present capital 
amounts to $10,000,000, with surplus of $10,- 
000,000, and reserves of approximately 
$9,000,000, 

For more than thirty years Mr. McAneny 
has been engaged, actively for the most part, 
in constructive public service dating back to 
his work as secretary of the New York Mu- 
nicipal Civil Service Commission under May- 
or Low in 1902. He became president of the 
Borough of Manhattan in 1910. For the next 
six years he served on the Board of Esti- 
mate; four years as president of Manhattan 
Borough and two as president of the Board 
of Aldermen. During this period he was 
chairman of the Transit Committee of the 
board which, with the Public Service Com- 
mission, developed New York City’s $500,- 
000,000 dual subway system, and chairman 
of the Committee of the Board on the City 
Plan, which developed New York’s present 
system of zoning and building regulation. 

From 1916 to 1921, Mr. McAneny was ex- 
ecutive manager of the New York Times, re- 
turning for that period to the field in which 
he had started as a reporter in 1885, Mr. 
McAneny became chairman in 1921 of the 
State Transit Commission and served in this 
capacity for five years. Since then he has 
devoted his time chiefly to development of 
the regional plan of New York and various 
related public movements. 
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Mr. McAneny was for three years a mem- 
ber of the board of trustees of the Bowery 
Savings Bank, and for two years a member 
of its executive committee. He was also a 
director of the Realty Stabilization Corpora- 
tion, organized under the presidency of Wil- 
liam Church Osborn to deal with the guar- 
anteed mortgage problem. 


Directors of the Bond and Mortgage Guar- 
antee Corporation, New York, December 19th, 
elected the following officers: John L. Sher- 
wood, president ; William B. Clarke vice-pres- 
ident: Peter E. Bennett, vice-president and 
general manager; Herbert C. Bothwell, Ed- 
gar I. Hillary and Arthur C. Damsgaard, as- 
sistant vice-presidents; Warren Spooner, 
treasurer; Charles H. Heinlein, secretary ; 
Edward A. Schneider and Bernard J. O’Brien, 
assistant treasurers; Charles B. Underwood, 
John W. Reyeraft, Frederick I. Bergen and 
Henry J. Derby, assistant secretaries. 


W. R. Fawcett has been elected vice-presi- 
dent and a director of the Seaboard National 
Bank, Los Angeles. He formerly was presi- 
dent of the Hollywood National Bank, Holly- 
wood, Cal., now merged with the Seaboard. 
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LIFE UNDERWRITERS' COURSE POPULAR 


Sixty-four universities and colleges are co- 
operating with The American College of Life 
Underwriters by offering the chartered life 
underwriter study course in full or in part. 
In addition forty-nine organized study groups 
are in operation for the current year. Last 
June the examinations for the degree of char- 
tered life underwriter were given in eighty 
universities and colleges which served as the 
examination centers in thirty-seven states, 
the District of Columbia, China and Cuba. 
All the examination centers are limited to 
degree-conferring institutions of higher learn- 
ing. Last year 663 candidates took the ex- 
aminations and 156 successfully passed. 
There are now 702 who hold the coveted de- 
gree of chartered life underwriter. 

The foregoing summation notes the splen- 
did progress which has been made by The 
American College of Life Underwriters since 
its inception in 1927. It grew out of the needs 
of life underwriting, duplicates no existing 
institution and is entirely independent in its 
management and operation and is thus free 
to pursue its well outlined and clearly de- 
fined educational policies unhampered by any 
outside influence of any kind. It was not 
organized for profit and all income must be 
used for promotion of the objects for which 
the college was created. These are: 

(1) To establish an educational standard for 
the profession of life underwriting which will 
comprise (a) all the general fields of knowl- 
edge with which an underwriter should be 
acquainted in order to understand life insur- 
ance as a functioning institution in a world 
filled with economic, social and political prob- 
lems which it can help to solve, and (b) all the 
specific fields of knowledge essential to the 


rendering of expert advice and service to the 
insuring public. 

(2) To encourage and foster the training of 
students in educational institutions for the 
career of professional life underwriter. To this 
end the college stands prepared to cooperate 
in every way possible with universities and 
colleges which are contemplating the intro- 
duction of a complete insurance course. The 
College does not conduct educational courses 
itself, believing that the work of instruction 
can best be given by the institutions already 
in existence, just as has been the case in the 
field of accounting. 


(3) To cooperate with universities and col- 
leges in general life insurance education for 
laymen, since the subject is regarded as fun- 
damentally important and well worthy of in- 
corporation into a business school’s curriculum. 


(4) To award to properly qualified life un- 
derwriters a professional recognition. 


Those who have passed the rigid require- 
ments are permitted to use the designation— 
Chartered Life Underwriter—or its abbrevia- 
tion—C.L.U.—in a dignified manner just as 
similar recognitions are employed in account- 
ing, medicine and other professions. Either 
the full expression or the initials may be 
used after the name on business cards, sta- 


tionery, office advertising or signed articles, 
but always in a way compatible with main- 
taining the dignity of the college that con- 
ferred the recognition. 

This designation denotes a broad business 
education—including economics, government, 
sociology, inheritance taxation, commercial 
and insurance law, law of wills, trusts and 
estates, corporation finance, banking and 
credit, and investments—in addition to a life 
insurance training consisting of at least three 
years of life insurance underwriting experi- 
ence. This recognition is, therefore, a pro- 
fessional one. It does more than denote that 
the holder of it has attained to certain aca- 
demic standards by passing a series of exam- 
inations. Primarily, it serves to indicate that 
the underwriter has spent time and effort in 
preparing himself to render a high type of 
service to the public. 

Enrollment for examinations is based upon 
an educational prerequisite corresponding to 
those required by accredited universities for 
admission for degree purposes. Preparation 
for these examinations may be made in four 
installments spread over a four year period 
or longer, if the candidate desires. 

The courses being offered by the universi- 
ties, colleges and study groups are guided by 
Dr. S. S. Huebner, Dean of The American 
College of Life Underwriters, Logan Hall, 
University of Pennsylvania, Philadelphia, Pa. 

Annual meetings of Chartered Life Under- 
writers have been held in conjunction with 
the convention of the National Association 
of Life Underwriters. As an outgrowth of 
these, a permanent national organization was 
formed and a constitution and by-laws adopt- 
ed. As stated in the Constitution, the objects 
of this association, known as the “National 
Chapter—Chartered Life Underwriters,” are: 

a. To advance in every legitimate way the 
higher education of those engaged in the pro- 
fession of life insurance and students who 


contemplate entering the career of profession- 
al life underwriter. 


b. To maintain at all times the dignity ana 
high professional standards that properly at- 
tach to the Chartered Life Underwriter desig- 
nation. 


c. To cooperate with the American College 
of Life Underwriters in extending its influence 
and educational program among the universi- 
ties and colleges of America. 


d. To bring into social and friendly relations 
those engaged in the profession of life insur- 
ance who have acquired the C.L.U. designation. 


Provision has also been made for the or- 
ganization of local chapters which subscribe 
to the aims set forth in the by-laws of the 
national organization. Such local groups have 
already been organized in Baltimore,, Md. ; 
Boston, Mass.: Buffalo, N. Y.; Chicago, Il. ; 
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Cincinnati, Ohio; Cleveland, Ohio; Indianap- 
olis, Ind.; Los Angeles, Cal.; New York, 
N. Y.; Peoria, Ill.; Philadelphia, Pa.; Pitts- 
burgh. Pa.; Portland, Ore.; Rochester, N. Y.; 
San Francisco, Cal.; Seattle, Wash.; St. 
Louis, Mo.; Syracuse, N. Y.; Tulsa, Okla. ; 
Washington, D. C.; Wichita, Kansas. 


AGREE ON VALUATION PLAN 


Insurance commissioners establish basis to 
guide companies in making reports 
The National Convention of Insurance 

Commissioners at their annual winter meet- 

ing held in New York City, December 5th, es- 

tablished the basis for the valuation which 
insurance companies may use for placing the 
value on their holdings of securities for use 
in their annual statements for 1933. Gen- 
erally, the companies will be permitted to 
amortize bonds not in default, and will value 
their stock holdings on the basis of the ‘“‘Con- 
vention values” set up one year ago, modified 

by the market quotations of November 1, 

1933. 

The following recommendations made by 
the committee on valuations were adopted: 


Che Prudential 


Jusurance Company of America 
Epwarp D. DurFFieELpb, President 


Home Office: Newark, New Jersev 


“1. Stocks and bonds other than bonds of 
governments. States and political subdivi- 
sions thereof, should be valued at the aver- 
age of convention values used for the annual 
statements of December 31, 1932, and market 
quotations of November 1, 1933, except as 
hereinafter provided. 

“2. Bonds amply secured and not in de- 
fault should be valued on an amortized basis 
wherever permitted by law. 

“3. All bonds of governments, states and 
political subdivisions thereof should be val- 
ued at the convention values used for annual 
statements as of December 31, 1932, except 
that where such bonds shall have been in de- 
fault for a period longer than one year prior 
to November 1, 1933, the values to be used 
should be the convention values used for an- 
nual statements as of December 31, 1931, less 
30 per cent of the difference between such 
values and the market price quotations on 
Nov. 1, 1933. 

“4. The committee on valuation of securi- 
ties is authorized to modify the foregoing 
formula in cases where circumstances war- 
rant. 

“Further resolved, That the cost or book 
value of stocks, whichever is lower in the 
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aggregate, held by life insurance companies 
as of November 1, 1933, may be used in the 
aggregate as the fair market value of such 
stocks, provided the income received by such 
companies on such stocks during each of the 
five years preceding the date of valuation 
shall have been at the rate sufficient to meet 
the interest required to main policy reserves 
and other policy obligations; and provided 
further that the net investment income re- 
ceived by such companies on their ledger as- 
sets shall not have been less than required 
to maintain the reserve. This shall not apply 
to stocks of corporations in receivership or 
similar status. Cost as used herein shall be 
held to include stocks received as exchanges 
or rights received as dividends or otherwise 
at not to exceed the market value quoted on 
the date acquired. 

“Further resolved, That in cases where 
the condition of insurance companies may re- 
quire the immediate disposition of securities, 
it is the opinion of this committee that the 
discretion of the state supervisory officials of 
insurance should be exercised to vary the 
general formula herein set forth, so as to 
adopt prices reflected by the exchanges. 

“Further resolved, That in the opinion of 
the committee on valuation companies should 
be urged to maintain a reserve for contin- 
gencies to provide for fluctuations in the 
market price quotations of stocks and bonds 
not subject to amortization.” 


PLAN DEFENSIVE CAMPAIGN 

Life underwriters will be provided with 
literature and other material designed to as- 
sist them in meeting unjustified attacks on 
the business of insurance. These attacks have 
been made in books and also articles appear- 
ing in various magazines. Roger B. Hill, 
managing director and general counsel, Na- 
tional Association of Life Underwriters, has 
announced that funds to provide the litera- 
ture have been appropriated by the associa- 
tion. 

The National Association plans to place in 
the hands of its members immediately a 
wealth of constructive material designed to 
answer, in an affirmative way, the false 
statements which have been circulated about 
life insurance. While there will be no spe- 
cific publicity on any individual attack, a 
definite campaign will be carried on. This 
work has been placed under the chairman- 
ship of Theodore M. Riehle, manager for the 
Equitable Life Assurance Society in New 
York, and vice-president of the National As- 
sociation. 


LIFE INSURANCE GAINS 


New business showed increase in Novem- 
ber though eleven months figures are off 


New life insurance production for Novem- 
ber was 1.5 per cent greater than for No- 
vember of 1932. For the first eleven months 
of this year the cumulative total for all 
classes was 15.1 per cent less than for the 
same period of 1932. 

These facts were revealed by a report for- 
warded December 14th by the Association of 
Life Insurance Presidents to the United States 
Department of Commerce for official use. The 
report summarized new business records, ex- 
clusive of revivals, increases and dividend 
additions of forty-two companies having 85 
per cent of the total life insurance outstand- 
ing in all United States legal reserve com- 
panies, 

For these companies, the November total 
production of $681,049,000 contrasts with 
$671,242,000 for November a year ago, an in- 
crease of 1.5 per cent. New ordinary insur- 
ance amounted to $436,723,000 against $450,- 
098,000 for November 1932, a decrease of 3.0 
per cent. New industrial insurance totaled 
$202,843,000 against $198,053,000, an increase 
of 9.7 per cent. New group insurance was 
$41,483,000, an increase of 14.4 per cent over 
the $36,262,000 of one year ago. 

The cumulative total for all classes of life 
insurance for the months January-November, 
both inclusive, 19338, was $7,097,346,000, a 
decrease of 15.1 per cent from the total of 
$8,344,978,000 for the same eleven-month pe- 
riod of 1932. The comparative group totals 
for the period are as follows: New ordinary 
insurance $4,668,999,000 against $5,473,247,- 
000, a decrease of 14.7 per cent. Industrial 
insurance totaled §$2,126,844,000 against $2,- 
322,403,000, a decrease of 8.4 per cent. Group 
insurance $301,513,000 against $559,328,000, 
a decrease of 46.1 per cent. 


Pierre Jay, chairman of the board of the 
Fiduciary Trust Company, New York City, 
has announced that Duncan M. Spencer, in- 
vestment vice-president, has been elected a 
director. Mr. Spencer has been associated 
with the company since its organization in 
1931. 


The Manufacturers Trust Company of New 
York is distributing in pamphlet form the 
article “Successful Program of Bank Liqui- 
dation” which appeared in our October issue. 
Copies can be obtained by addressing their 
main office at 55 Broad street, New York. 
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LIFE POLICY PAYMENTS 


Total distributions to holders during 1933 
are estimated at $3,100,000,000 


Addressing the recent convention of Asso- 
ciation of Life Insurance President, Fred A. 
Howland, president, National Life Insurance 
Company, Montpelier, Vt. said in part: 

“Of the total distributions of $3,100,000,000 
by life insurance companies during 1933, 
$2,.175,000,000 goes to living policyholders, 
and the remainder of $925,000,000 to widows, 
orphans and other dependent beneficiaries. 
Total distributions to policyholders and ben- 
eficiaries for the five years, 1929 to 1933, to- 
tal $13,003,000,000. These figures do not in- 
¢lude amounts loaned to policyholders. 

“The volume of life insurance in force in 
the United States at the close of this year 
will be approximately $95,000,000,000, 5 per 
cent less than the $100,154,000,000 in force at 
the end of 1932. The 1933 figure covers the 
lives of 63,000,000 policyholders of all com- 
panies, compared with 65,000,000 at the end 
of last year. 

“In 1929 the life insurance field attained 
the $100,000,000,000 mark, when at the close 
of that year life insurance in force in this 
country reached $103,148,440,000. In 1930 the 
total was raised to $107,948,278,000, with 68,- 
000,000 policyholders holding contracts; in 
1931 it was $108,885,000,000, with virtually no 
change in the number of policyholders.” 


FIRE INSURANCE DECISION 

A decision of interest to all holders of fire 
insurance policies was handed down by the 
New York Court of Appeals December 12th. 
The judgment in favor of the insured in the 
action brought by the Louisiana Public Util- 
ities Company upon a series of fire insur- 
ance policies issued by twelve companies was 
affirmed by the Appellate Division, with Pre- 
siding Justice Finch dissenting. 

In 1928 the insured decided to cancel about 
$2,500,000 of insurance which had_ been 
placed for it by a Philadelphia firm of bro- 
kers, covering risks in a number of different 
states, replacing this insurance through an- 
other broker. Instructions were given to the 
Philadelphia broker to cancel as of October 
ist. On that day he accordingly notified by 
letter, the agent at New Orleans, through 
whom the policies had been written. The let- 
ter reached the New Orleans agent October 
3d. 

The fire occurred on October 1 at 3 p.m. 
and the question presented was whether only 
the new insurance, which had been taken out 


A Reminder \/ 


Business 
Insurance 
May we remind 


you at this time of business 
life insurance as a means of 
strengthening credit in busi- 
ness entities where earning 
power is dependent on the 
personality or knowledge of 
a “key” man. 
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to replace the policies to be canceled, was 
liable for the loss, or whether the old policies 
should contribute thereto. The decision just 
made reiterates the old rule that a notice 
of cancellation may be given by the insured 
to the company at any time, but to be effec- 
tive must be received by the company or its 
duly authorized agent. When the notice of 
cancellation is in the mail at the time of the 
fire, it is ineffective to bar the loss claim. 
Likewise, a notice to the broker is ineffective 
since the latter is the agent of the insured 
for this purpose and not of the company. 


Waller C. Brinker, Jr., has been appointed 
an investment adviser to the public works 
administration. Mr. Brinker is office man- 
ager of the International Company, subsidi- 
ary of the International Trust Company, 
Denver, Colo. He is also a director of the 
Colorado Bankers Association, a member of 
the board of governors of the Denver chapter 
A. I. B., and secretary of the Rocky Moun- 
tain group of the Investment Bankers Asso- 
ciation. 


The Commercial National Bank of Chatta- 
nooga, Tenn., has been granted full trust 
powers by the Federal Reserve Board. 





TRUST 
NEW YORK'S LEGAL LIST 


State Department announces changes for 
savings banks and trust funds 


The annual list of bonds legal for invest- 
ment for savings banks and trust funds in 
New York, effective December 1, 1933, was 
announced by the New York State Banking 
Department November 30th. 

Removal from the list of legals is consid- 
erably larger than the additions thereto, as 
comparatively few new railroad and utility 
issues have been marketed during the cur- 
rent year, also for the reason that many mu- 
nicipalities failed to comply with the New 
York requirements on statistical information. 

The official changes in the list follow: 


ADDITIONS 


Municipalities 
Metropolitan District, Hartford 
Conn. 
Worcester County, Mass. 
Ocean County, N. J. 
Altoona, Pa. 


County, 


Railroads 

Baltimore & Ohio Railroad ref 
1996, Series F. 

Cincinnati Union Terminal Co. 1st 5s, 
Series C. 

Philadelphia & 
4%s, 1943 

St. Paul, Minneapolis & 
cons. ext. 5s, 1943. 


Public Utilities 

Bangor Hydroelectric lst lien and ref. 
1949. 

Central 
Series B. 

Long Island Lighting 1st skg. fd. 5s, 
lst ref. 6s, 1948, Series A; Ist ref. 5s, 
Series B. 

Narragansett Electric Ist 5s, 1958, Series C. 

Providence Gas Ist 4s, 1963, Series B. 

Southern California Telephone ist and ref. 
5s, 1947. 

Tri-State Telephone 
1942, Series B. 

Union Electric 
1957. 


and gen. 5s, 
1957, 


Reading Railroad Ist ext. 


Manitoba Railway 


5les, 


Maine Power Ist and gen. 6s, 1942, 
1936; 
1955, 


and Telegraph Ist 5s, 


Light and Power gen. 414s, 


REMOVALS 


Municipalities 
State of Arkansas. 
*Norwalk, Conn. 
*West Haven, Conn. 
*West Haven, Conn. 
Atlantic City, N. J. 
Atlantic County, N. J. 
Perth Amboy, N. J. 
*Butler County, Pa. 
*Chambersburg, Pa. 
*Chambersburg School District, Pa. 
Northampton County, Pa. 
*Steelton, Pa. 
*Steelton School District, Pa. 
*West Warwick, R. 
Phoenix, Ariz. 
Maricopa County School Dist. 1, Ariz. 
Chatham County, Ga. (Savannah). 
Cook County (Chicago), Il. 
East Chicago, Ind. 
East Chicago School District. 
Lake County (East Chicago), 
*Muncie, Ind. 
*Muncie School 
Calhoun County 


Ind. 


District. 
(Battle Creek), Mich. 


COMPANIES 


Detroit, Mich. 

Grand Rapids, Mich. 
Grand Rapids, Michigan 
Jackson, Mich. 

Union School Dist. No. 1 
Jackson County, Mich. 
Kent County (Grand Rapids), 
*Saginaw County, Mich. 
Wayne County (Detroit), Mich. 
Montgomery County (Dayton), Ohio. 
*Portsmouth, Ohio. 

*Portsmouth School District. 
*Scioto County (Portsmouth), Ohio. 


*Failed to 


School District. 


(Jackson) Mich. 


Mich. 


furnish required information. 


Railroads 

Arkansas & Memphis Railway 
Terminal Ist 5s, 1964. 

Chicago, Rock Island & Pacific lst and ref. 
4s, 1934; Gen. 4s, 1988; Equipment Trust 5s, L, 
due to June, 1938; Equipment Trust 4%s, P, 
due to August 1944; Equipment Trust 4%s, Q, 
due to June 1, 1945. 

New York Bay Ist 4s, 1948 (retired by Penn- 
sylvania Railroad and canceled). 

Peoria Railway Terminal 1st 4s, 1937. 

Rock Island, Arkansas & Louisiana Ist 4'%s, 
1934. 

Rock Island-Frisco Terminal Ist 4%s, 19 

St. Paul & Kansas City Short Line Ist 4! 
1941. 


Bridge and 


ot. 
2S. 


Public Utilities 

Alabama Power Co. 1st 5s, 1946; 1st lien and 
ref. 5s, 1951; 1st lien and ref. 5s, 1956; 1st lien 
and ref. 4%s, 1967; 1st lien and ref. 5s, 1968. 

Citizens Gas Co. of Indianapolis 1st and ref. 
5s, 1942. 

Consolidated Gas Electric Light and Power 
Co. of Baltimore ist ref. 5%s, Series B, 1952. 

Indiana Electric Corp. 1st 6s, Series A, 1948; 
Ist 6%s, Series A, 1953; 1st 5s, Series C, 1951. 

Interstate Public Service Co. 1st and ref, 6%s, 
Series B, 1949; 1st and ref. 5s, Series D, 1956; 
Ist and ref. 4%s, Series F, 1958. 

Providence Gas list 5%s, A, 1942. 

Public Service Co. of Indiana Ist 
6s, Series G, 1952. 

Wisconsin Public Service Corp. 1st lien and 
ref. 6s, Series A, 1952; 1st lien and ref. 5%s, 
Series B, 1958. 


and ref. 


CANADIANS LIKE INSURANCE 

“Life Insurance an Antidote for Depres- 
sion” was the subject of an address by A. E. 
Pequegnat, Mutual Life Assurance Company 
of Canada: recently delivered before the 
Board of Trade Club, Toronto, Canada. Mr. 
Pequegnat said in part: 

“During the single year of 1931 Canadian 
insurance companies had disbursed $102,000,- 
000 in cash to beneficiaries within the Domin- 
ion.” At another juncture, the speaker drew 
attention to the fact that, “as recently as 
1892, the per capita life insurance carried by 
Canadians totaled $32. Today, with popula- 
tion just doubled, the per capita total is $415. 
Thirty-five years ago there was one life in- 
surance policy for every thirty-four people. 
Today there is one policy for every five—or, 
in other words, every family carries insur- 
ance. 


Robert M. Hanes, president of the Wa- 
chovia Bank & Trust Company at Winston- 
Salem, N. C., was recently elected a director 
of the Southern Railway System. 
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individuals move from 
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your city to the Newark 
territory, give them a 
letter of introduction to 
New Jersey’s largest bank. 


FIDELITY UNION 
TRUST COMPANY 


e Member Federal Reserve System « 


NEWARK, NEW JERSEY 





LAW HITS TAX DELINQUENTS 


New Jersey, in receivership act, follows 
lead of other states in attacking problem 


The Stout Receivership Bill recently enact- 
ed by the New Jersey Legislature is a stern 
measure to ensure the collection of past due 
local taxes. It was desired by Jersey City 
and Newark, both of which have the problem 
of collecting considerable arrears of taxes. 

The new law, signed by Governor Moore, 
permits the local collector of taxes, with the 
consent of the municipal governing body, to 
apply to the Court of Chancery for his ap- 
pointment as receiver of income producing 
properties upon which taxes have been delin- 
quent for more than six months. The holder 
of a first mortgage upon such property shall 
be designated as agent for the collector and 
exceptions are provided for home and farm 
properties occupied by the owner. A similar 
measure is in effect in Cook County, Illinois, 
where it is reported to have brought “con- 
siderably satisfactory results,” and a sug- 
gestion looking toward the same end has re- 
cently been advanced by the New York State 
Commission for the revision of tax laws. 

The value of such a measure is that, grant- 
ed proper enforcement, it separates those 


who can pay taxes but are unwilling to do 
so from those genuinely unable to pay, and 
by this method the municipality may enforce 
the current payment of taxes without injus- 
tice and without waiting for the three or 
four year period of grace allowed by law 
before a forced sale. The law should pre- 
vent owners of profitable or productive de- 
velopments from using the income in other 
ways while letting taxes accrue. It is in 
line with the measures enacted in New York 
City to discourage evasion by raising the pen- 
alty rate on delinquent taxes from 7 to 10 
per cent. 


NEW ENGLAND MUNICIPALS 


A summary of the laws of the New Eng- 
land States regulating the investment of sav- 
ings banks in municipal bonds has been is- 
sued in leaflet form and is being distributed 
by Brown Bros. Harriman & Company, Bos- 
ton, Mass. 

The summary covers the investment by 
banks in bonds of states; municipalities 
within their own state; municipalities of 
New England states (which in New Hamp- 
shire and Rhode Island includes New York 
State) and in other municipal bonds in the 
United States. 
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PROPOSED MAINE LEGISLATION 


Twenty-one bills have been introduced into 
Maine House of Representatives for the re- 
vision and strengthening of the banking laws 
of that state. 

These bills seek to: 

Prohibit any organization from owning 
more than 10 per cent of the capital stock of 
any bank. 

Prohibit the loaning of money to executive 
officers by their own bank and providing that 
if loans are made from other banks a written 
report shall be made to the chairman of the 
board of directors, 

Increase the minimum amount of capital 
stock of new banks. 

Prohibit directors, officers or employees 
from holding positions in a concern making 
loans secured by stock or bond collateral, 
excepting savings banks and loan building 
associations. 

Prohibit a bank from dealing in securities 
for its own account or underwriting security 
issues. 

Eliminate the double liability of stockhold- 
ers in new banks and provide for a cessa- 
tion of liability in banks now in operation 
whenever surplus becomes equal to the ag- 
gregate par value of the capital. 


INTEREST TAX RULING 

The commissioner of internal revenue, Guy 
T. Helvering, has ruled that the excess pro- 
fits tax, lexied to finance the program of the 
National Industrial Recovery Act, cannot be 
applied to the interest on Government bonds. 
The commissioner said that the term “net in- 
come” as used in this Act has the same mean- 
ing as in the Revenue Act of 1932 under 
which “Interest received on obligations of 
a State or political subdivision thereof, in- 
cluding interest received on municipal bonds, 
is wholly exempt for income tax purposes, 
and such interest is therefore exempt and 
not to be included in the net income of a 
eorporation for the purpose of the excess 
profits tax. The foregoing is also applicable 
to interest received on obligations of the 
possessions of the United States, as well as 
obligations of the United States issued on 
or before September 1, 1917. 

“While interest received on certain obliga- 
tions of the United States issued after Sep- 
tember 1, 1917, is exempt only to a limited 
extent for the purpose of the surtax im- 
posed upon individuals, such interest is 
wholly exempt for the purpose of the normal] 
tax.” 
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KNIGHT WILL CREATES TRUSTS 


Clear-cut administrative provisions made by 
former chairman of Providence bank 


Numerous trust funds were provided by 
C. Prescott Knight, former chairman of the 
board of the National Bank of Commerce 
and Trust Company of Providence, Rhode 
Island, whose will was filed for probate 
November 13, 19353. 

Chief among the beneficiaries are Brown 
University, income from a trust fund of 
$100,000, to be known as the Webster Knight 
Scholarship Fund, for scholarships for needy 
and deserving students; the Homeopathic 
Hospital of Providence, $100,000, and the 
Knight Memorial Library in Elmwood, $100,- 
000. These several other public bequests are 
income trust funds. 

Trust funds of $50,000 each are left to the 
three grandchildren with the National Bank 
of Commerce and Trust Company of Provi- 
dence. These trust funds are to be held 
until each is 35 years of age and, after arriv- 
ing at this age, each may have the income 
until they are 50, when they may have the 
residue in full. 

The will provides that all bequests to per- 
sons and individuals and to trustees for the 
benefit of persons and individuals shall first 
be paid in full in the order in which such be- 
quests are listed. If after such payment 
there is not enough intangible personal estate 
to pay the bequests to charities and institu- 
tions and still remaining “one-half of my in- 
tangible personal estate to satisfy my resi- 
duary estate they shall be reduced pro rata.” 

Judgment of his executors as to the con- 
struction of that article shall be final. 

The will named those to be retained for 
any outside accounting work necessary in 
connection with settlement of the estate. The 
National Bank of Commerce and Trust Com- 
pany of Providence, Providence, R. I. is 
named as executor, together with the widow 
and two sons. 


By an order made in the Common Pleas 
Court, following approval of petition by the 
Secretary of Banking of Pennsylvania, the 
Colonial Trust Company of Pittsburgh was 
appointed as trustee for all trust funds of 


the closed Pennsylvania Trust Company. 
These trusts, totaling approximately $10,- 
000,000, included all monies, bonds and mort- 
gages, real estate and other assets and rec- 
ords pertaining to general trust fund mort- 
gages. James C. Chaplin, president, announces 
election as vice-president, of Avery J. Brad- 
ford, formerly with the Pennsylvania Trust. 
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FINANCIAL ADVERTISERS ELECT 


The New York Financial Advertisers Asso- 
ciation have announced the election of the 
following officers and directors for the year 
1934 : 

President, William C. Rabe, vice-president 
Manufacturers Trust Company; vice-presi- 
dent, Arthur DeBebian, second vice-president 
of the Chase National Bank; second vice- 
president, Edward F. Streeter, vice-president 
Fifth Avenue Bank; secretary, Hilda Hoff- 
man, Bowery Savings Bank; treasurer, Don- 
ald G. Price, assistant treasurer Franklin 
Savings Bank. 

Directors for the coming year are L. M. 
Chambliss, assistant vice-president, Fidelity 
Union Trust Company of Newark; Roland 
2almedo, Lehman Brothers; Robert W. 
Sparks, assistant treasurer, Bowery Savings 
Banks; Ralph W. Robey, New York Evening 
Post; Amos Bancroft, advertising manager 
First of Boston Corporation ; Harold A. Lyon, 
vice-president, Harold F. Strong Corporation ; 
Alex Leighton, Williamsburg Savings Bank ; 
A. B. Baxter, advertising manager, American 
Bankers Association Journal; Henry W. Car- 
lisle, Guaranty Trust Company; Roger Topp, 
vice-president, Public National Bank; Mary 
K. Hoyt, assistant secretary and treasurer, 
Montclair Trust Company. Alternate direc- 
tors are Jacob Kushner, assistant secretary, 
United States Trust Company of Paterson; 
Kenneth Robertson, Marine Midland Bank ; 
Theo. Norcross, Bank of New York & Trust 
Company, and Mabel Thompson, Union Dime 
Savings Bank. 


EASTERN SAVINGS CONFERENCE 


Current banking problems will be the main 
theme of the annual Eastern savings confer- 
ence, sponsored by the savings division of 
the American Bankers Association, to be held 
in the Waldorf-Astoria Hotel, New York 
City, January 25 and 26, 1934. 

Insurance of bank deposits, real estate 
mortgages, municipal credit, interest on sav- 
ings accounts and fair banking practice un- 
der the National Recovery Administration 
will be considered. 

Henry R. Kinsey, vice-president of the 
Williamsburg Savings Bank of Brooklyn, 
N. Y. and president of the Savings Bank 
Association of the State of New York, is 
chairman of the conference committee. 


A. E. Adams, Jr., formerly assistant trust 
officer, has been elected trust officer, Dollar 
Savings & Trust Company, Youngstown, Ohio. 


INVESTMENT METHODS 


“Keeping Purchasing Power Intact” is the 
title of a booklet recently issued by Fidu- 
ciary Counsel, Inc. New York City. This 
booklet, the foreword states, “is of interest 
only to those who, having accumulated con- 
siderable capital, wish to keep its purchasing 
power intact, in spite of fluctuations in se- 
curity markets and business conditions.” 

The booklet explains the method used by 
two wealthy families in their successful 
endeavor to keep the purchasing power of 
the capital intact. It tells of the methods 
used in the prosperity period prior to 1930, 
during the recent period of deflation and also 
in preparation for and as a guard against in- 
flation. 

Clinton Davidson, author of the booklet, 
said: “As we had no part in originating the 
method used, we feel free to suggest that the 
booklet will be of interest to all those who 
have accumulated some capital and who feel 
that efforts are being made to redistribute 
wealth and its purchasing power.” 


BOOKLET ON CANADIAN BONDS 


“Canadian 


, 


Bonds and Newfoundland Is- 
is the title of a new booklet issued by 
The First of Boston Corporation of Massa- 
chusetts, Boston. This pamphlet gives : 
condensed summary in table form, of the 
outstanding Dominion, Provincial, and se- 
lected municipal bonds issued or guaran- 
teed by the Canadian Government or Proy- 
inces thereof. Provincial issues in amounts 
under $100,000 are not listed. Coupon rates, 
maturities and interest dates together with 
places of payment and amounts outstanding 
classified in order of maturity are shown in 
convenient tables valuable for quick refer- 
ence. Bond issues of the Colony of New- 
foundland are also listed. 


sues’ 


APPRAISAL WORK IN CHICAGO 


An agreement under which the Chicago 
Real Estate Board will do all future ap- 
praisal work for the Home Owners Loan Cor- 
poration in the metropolitan area of Chi- 
cago was approved December 2d by the Fed- 
eral Home Loan Bank Board, according to 
an announcement made by Chairman J. H. 
Fahey, of the board. 

The agreement is the result of negotiations 
opened at the request of the Home Loan 
Bank Board. It is announced as expected to 
make for speed in handling appraisals and 
for saving in appraisal expense both to home 
owners and to the Federal Government. 
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“TRUST SERVICE 
EXCLUSIVELY™ 


THE ST. LOUIS UNION TRUST 
COMPANY does not receive de- 
osits. Its entire organization and 
acilities are devoted to one specific 
object: EFFICIENT TRUST 
SERVICE. 
Because of its stability, its experi- 
enced staff of trained Trust Com- 
pany executives, and its capital and 
surplus of $10,000,000.00, the ST. 
LOUIS UNION TRUST COM- 
PANY offers an unexcelled service. 


St. Louis Union Trust Co. 


ST. LOUIS, MO. 
Oldest Trust Company in Missouri 


Affiliated wrth First National Bank 
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J. Carroll Walker, vice-president, Mercan- 
tile-Commerce Bank & Trust Company, St. 
Louis, and L. B. Jennings, assistant vice- 
president, First National Bank, St. Louis, 
have been assigned, by their respective banks, 
to act in an advisory capacity with the Re- 
construction Finance Corporation at Wash- 
ington. The assignments were made at the 
request of Jesse Jones, chairman. 


Wood Netherland, former president of the 
Federal Land Bank of St. Louis, has been 
appointed general agent of the Farm Credit 
Administration in St. Louis. The new presi- 
dent of the Federal Land Bank of St. Louis 
is Walter L. Rust, president of the McLean 
County Bank, Bloomington, Il. 


Tom K. Smith, president of Boatman’s Na- 
tional Bank, St. Louis, was appointed, No- 
vember 27th, as a special adviser on banking 
matters, by Henry Morgenthau, Jr., acting 
Secretary of the Treasury, The announce- 
ment stated that Mr. Smith would work in 
cooperation with J. F. T. O’Connor, Control- 
ler of the Currency, and Henry Bruere, credit 
coordinator for President Roosevelt. 
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Frank H. Hobson, vice-president The 
Cleveland Trust Company, Cleveland, Ohio, 
has been named chairman of the advisory 
and appraisal committee of the Deposit Li- 
quidation Board for the Cleveland district. 
He is also a member of the special advisory 
and appraisal committee of the Fourth Fed- 
eral Reserve District. 

The reopening committee of the reorgan- 
ized First-Central Trust Company, Akron, 
Ohio, has announced a directorate of seven. 
They are William S. A. Smith, retired, who 
was senior Republican member of the First 
Federal Farm Loan Board, and E. Eber Rob- 
inson, Charles C. Dilley, Hugh A. Galt, H. B. 
Hobart, Fred J. Palmer and Edward J. Smail, 
all business and industrial leaders of Akron. 
These men have been approved by the Ohio 
State Banking Superintendent and the Fed- 
eral Reserve Bank of Cleveland. 

J. A. Rigby, president Citizens National 
Bank & Trust Company, Mansfield, Ohio ad- 
vises that J. C. Charles has been appointed 
acting trust officer, succeeding L. H. Acker- 
man, formerly vice-president and trust of- 
ficer. Mr. Ackerman has accepted a position 
as an examiner for the Federal Deposit In- 
surance Corporation. 

Willard I. Webb, Jr., formerly assistant 
trust officer of the Ohio Savings Bank & 
Trust Company, has been elected a_ vice- 
president of the Citizens Trust Company, To- 
ledo, Ohio, according to an announcement re- 
cently made by Louis H. Hartman, president. 

The Lincoln National Bank & Trust Com- 
pany of Fort Wayne, Indiana, has acquired 
the East Side State Bank and the North 
Side State Bank and will operate them as 
branches. 


The Citizens Trust & Savings Bank, Stur- 


gis, Mich., has appointed Frank C. Miller, 


manager of its trust department. 


Thomas R. Preston, president of the Ham- 
ilton National Bank, Chattanooga, Tenn., was 
the presiding officer of the Southeastern Con- 
ference of the Chamber of Commerce of the 
United States, held in Atlanta, November 
21st. The conference was devoted mainly to 
banking and credit problems of the south. 


Wallace M. Davis, formerly assistant-vice- 
president The Citizens Union National Bank, 
Louisville, Ky., has been elected vice-presi- 
dent. 
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CAVEAT VENDOR 


The hue and cry for protection of the un- 
suspecting “investor” has called forth the 
following suggestion from Elmer Twitchell, 
as interpreted by H. I. Phillips in the New 
York Sun, Mr. Twitchell believes that not 
only should the broker or distributor of se- 
eurities file a statement, but that the pros- 
pective buyer should submit a statement, as 
appended : 


I, —— ——. being of sound mind and body, 
do hereby announce my desires to buy .... 
SHATOS OF ..<..< os 

I am entering the market of my own free 
will and not under duress or threats. 

1. Check the reasons for your desire to 
buy the aforesaid stock : 

(a) I think it a good investment. 

(b) My delicatessen dealer says there is 
going to be a split-up. 

(c) I just ean’t shake off my 
habits. 

2. Do you know anything about the cor- 
poration, its prospects, its management, etc., 
or are you buying out of curiosity? 

3. Do you place this order as an investor 
or are you buying from the same impulse 
that would cause you to hold four cards and 
draw for a flush? 

4. Has there ever been 
your family? 

5. Do you play the market entirely by ear 
or not? 

6. Are you so determined to take a flyer 
in this stock that even if we advised you 
against it it would make no difference? 

7. Would you under any circumstances 
read from beginning to end a complete state- 
ment on the financial affairs of this corpora- 
tion, and if so would it mean anything to 
you? 

8. Have you ever been right in any stock 
market purchase, and if so when? And how? 

9. On the many occasions when you lost 
money did you heap abuse on the broker and 
the stock exchange or did you take a little 
blame yourself? 

10. Do you intend to hold this stock as an 
investment or, as soon as you think it has 
risen to unsafe heights, unload it on some 
other fellow? 

11. Do you see any ethics in such conduct? 

12. Does your wife know you are entering 
the market again? 

13. Once you make up your mind to take 
a market flyer could you be dissuaded by any 
force outside of interference by the land, 
naval and air forces of the United States? 

Sign full name here and don’t say you were 
dragged into this investment. 


gambling 


any insanity in 
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*““SELL-AND-SWITCH” METHOD 

The “sell-and-switch’ method of stock 
vending has increased markedly in recent 
months, says a bulletin of the Better Busi- 
ness Bureau of New York. The scheme, it is 
added, has replaced the tipster sheet as the 
swindling device most commonly used by 
fraudulent operators not only in New York, 
but elsewhere. 

Victims whose names are obtained from 
“sucker lists’ are called by telephone and 
persuaded to invest in a reputable security. 
If the stock rises, the salesmen remind their 
clients of the soundness of their advice and 
recommend another stock for purchase, this 
time a stock of little value that has been 
bought to sell to gullible persons at fancy 
prices. A similar method is used if the first 
stock declines. 


“ANTI-DEPRESSION LEGISLATION — A Study 
of the Acts, Corporations, and Trends 
Growing Out of the Battle with Depres- 
sion.’ American Institute of Banking, 
22 East Fortieth street, New York. 192 
pp. $1.50. 

National and international events are oc- 
curring with extraordinary rapidity. Bank- 
ers find it necessary to have at hand the 
means by which information may be ob- 
tained on a moment’s notice. Such questions 
as “What significance should be attached to 
the suspension of the gold standard by the 
United States?’ “How is the F. D. I. C, to 
operate?’ and many others are answered in 
the new publication “Anti-Depression Legis- 
lation,” published under the auspices of the 
American Institute of Banking, the Educa- 
tional Section of the American Bankers As- 
sociation. This book is not a re-statement of 
rarious legislative acts. On the contrary, in 
clear, easy, understandable language it pro- 
vides the background for all the important 
measures since the beginning of 1929; it ex- 
plains the various provisions of these acts 
and at the same time correlates such expla- 
nations with the sections of the acts to which 
the explanations apply. The book is carefully 
indexed in order that a minimum of time 
and effort may be required to obtain neces- 
sary information. 


CAIRO BANK OPENS 

Security National Bank has opened for 
business at Cairo, Ill.; the officers are: Presi- 
dent, J. L. Harris; chairman of the board, 
August Bode; executive, vice-president, John 
Thistlewood ; vice-president, Herman Weber; 
eashier, Martin F. O’Shea; H. R. Hilboldt 
and W. F. Eichoff, assistant cashiers. 
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FOREIGN BOND COUNCIL 


Administration-sponsored organization 
announces tentative plans 


The Administration-sponsored Foreign 
Bondholders Protective Council, Inec., com- 
pleted its organization December 18th, at the 
office of the Treasury, Washington. 

This new organization will endeavor to 
protect the American investments of from 
$3,000,000,000 to $4,000,000,000 in foreign 
bonds, now in default or threatened with de- 
fault. 

It was announced that the council will ren- 
der assistance to American investors in all 
defaulted public bonds issued by foreign gov- 
ernments, states or municipalities but will 
not take action with regard to obligations of 
private foreign corporations. 

Funds required for the council’s work will 
be raised by contributions. The Council will 
be non-profit making and the directors will 
serve without compensation. 

ixcerpts from the report of the organizing 
committee follow: 

“While it is impossible for the committee 
to determine in advance the exact lines on 
which the American organization will work, 
it appears: 

*A—That it should keep itself thoroughly 
informed of the conditions surrounding every 
issue where default has occurred or is threat- 
ened. 

“B—That in each of these situations it 
should endeavor, in a proper and orderly 
way, to protect or assist in protecting Ameri- 
“an interests. 


“C.—That because no 


organization 
could handle effectively the great number and 
diversity of the issues already in default, 
the proposed council should follow the Euro- 
pean practice of forming, at the proper time, 


one 


special negotiating committees, or affiliate 
with itself existing committees, to deal with 
the defaults of particular countries or is- 
sues, furnishing from its own membership 
one or more members of such committees, if 
such a course appears desirable. 

“D.—That in all cases where final settle- 
ments are negotiated by special committees, 
the council should be asked to pass upon the 
terms and fairness of the settlement pro- 
posed. 

“The committee feels that it should em- 
phasize, on the one hand, to holders of bonds 
in default, that in view of the depression and 
the disorganization of world trade, there is 
little than can be done toward bringing about 
prompt resumption of interest and sinking 
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fund payments and, on the other hand, to 
the debtor countries, that they should not 


“regard the formation of the council as an in- 


dication that American bondholders are 
ready to negotiate permanent settlements. on 
the basis of the present impaired capacity 
of debtors to pay. Patience, on both sides, 
and the recovery of world trade, are neces- 
sary prerequisites to satisfactory negotia- 
tions for resumption or settlements.” 

Two classes of membership in the 
poration are provided, contributing members 
who pay annual dues and founders who be- 
come members for life by contributing a sin- 
gle and more substantial sum. 

A distinguished list of persons of differ- 
ent political and economic opinions were in- 
terested in the council at the request of Pres- 
ident Roosevelt, who decided in October not 
to set up a governmental corporation for the 
objectives now sought to be obtained by the 
council, as he was authorized to do by Con- 
gress, but to intrust the work to a private or- 
ganization of nationwide character, 

Raymond B. Stevens, formerly a Federal 
Trade Commissioner, has been elected presi- 
dent. Ernest M. Hopkins, president of Dart- 
mouth College, and Laird Bell, Chicago at- 
torney, were elected vice-presidents. M. B. 
Lane, chairman of the Citizens and Southern 
Bank, Savannah, Ga., was elected treasurer. 

A list of the executive committee follows: 

Hendon Chubb of Chubb & Son, marine in- 
surance, New York City; Pierre Jay, chair- 
man of the Fiduciary Trust Company, New 
York City; T. D. Thacher, former Solicitor 
General of the United States, New York City, 
and J. C, Traphagen, president of the Bank 
of New York and Trust Company. 

The other directors of the council are: 
Charles Francis Adams of Boston, former 
Secretary of the Navy; Newton D. Baker, 
Cleveland, former Secretary of War: J. R. 
Clark, Salt Lake City, former Undersecre- 
tary of State and Ambassador to Mexico; 
W. L. Clayton, cotton broker, Houston, Tex.; 
John Cowles, associate publisher of the Des 
Moines Register and Tribune ; Herman Ekern, 
former Attorney General of Wisconsin; 
Philip La Follette, former Governor of Wis- 
consin; Frank O. Lowden, former Governor 
of Illinois; O. K. MeMurry, dean of the Uni- 
versity of California Law School; Roland S. 
Morris, Philadelphia, former Ambassador to 
Japan, and Quincy Wright, professor of in- 
ternational law at the University of Chicazo. 


cor- 


The Easton-Taylor Trust Company, St. 
Louis, has announced the election of William 
ID. Walsh as executive vice-president. 
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DIVIDEND RECORD BETTER 


Second largest number of resumptions 
since 1929 shown by "Sun" report 


The dividend record for November shows 
payments were resumed on 31 issues, com- 
pared with 20 in October and 8 in November, 
1932, according to a compilation by the Sun, 
New York. This was the second largest num- 
ber of resumptions since records were begun 
in 1929, the high being 33 in June this year. 

Extra payments were ordered on 33 stocks 
against 21 in October and 29 in November 
last year. 

Initial dividends were declared on 10 is- 
sues against 11 in October and 6 in November 
last year. 

Payments were increased on 18 
against 16 in October and 5 in the 
last year. 


stocks 
month 


Dividend reductions totaled 9 against 22 
month ago and 40 in November last year. 
With the exception of August this year the 
number of reductions was the smallest for 
any month since April, 1930. 

Dividend omissions totaled 15 against 21 
a month ago and 65 a year ago. 


The comparative table for the 11 months 
of 1933 and the year 1932 follows: 


Re- Re- 
1933 d’c’d. Inc. Init. Ext. s’m’d. 
Nov. E 9 18 10 33 31 
Oct. y 22 } 21 20 
Sept. 40 35 
10 10 
58 
140 
23; 
93 
195 
63 
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Albert W. Haigh, president of the Lawyers 
Title & Guaranty Company of New York and 
of the Lawyers Westchester Mortgage anid 
Title Company of this city, has resigned 
as a director and president of the newly 
created Lawyers Title Corporation. 


Every Trust Receives 
the Personal Attention 
of the Senior Executives 


FULTON TRUST 
COMPANY 


OF NEW YORK 
Established 1890 


Uptown OFFICE 
1002 Madison Avenue 


Main OFFICE 
149 Broadway 


Member Federal Reserve System 


James 8S. McCulloh, formerly president 
New York Telephone Company, was elected 
president and member of the board of di- 
rectors, Rye National Bank, Rye, N. Y., De- 
cember 18th. He succeeds Marselis C. Par- 
sons, retired. Mr. MeCulloh is a director of 
the New York Telephone Company, Empire 
City Subway Company, Holmes Electric Pro- 
tective Company, National Surety Company 
and others. He also is a trustee and member 
of the executive committee of the Bowery 
Savings Bank, New York City, and a mem- 
ber of the advisory committee of the Amer- 
ican Express branch of the Chase National 
Bank of New York City. 


In keeping with the requirements of the 
Banking Act of 1933, the Commercial Nation- 
al Bank & Trust Company of New York has 
taken steps to liquidate the business of the 
affiliated security company, capital of which 
was reduced from $1,400,000 to $70,000 last 
September. Present assets, after reserves, 
have an estimated value of $1,208,111 and 
the corporation has no indebtedness, A stock- 
holders meeting has been called to ratify the 
plan of dissolution. 
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TRUST MERGER IN CANADA 


Trusts & Guarantee Company buys Union 
Trust Company of Toronto 


An event of outstanding importance in the 
annuals of Canadian corporate fiduciary serv- 
ice is the announcement of the purchase of 
the Union Trust Company, with head office 
in Toronto and branch office in Winnepeg, by 
the Trusts & Guarantee Company of Toronto, 
Ltd. Under the agreement, the latter will 
sueceed automatically to the extensive trust 
and deposit business of the Union Trust, and 
to its appointments in the various capacities 
as trustee, executor and agent. 

The merger agreement, upon formal rati- 
fication by stockholders and by the Lieu- 
tenant-Governor-in-Council, brings together 
two old and established trust institutions, the 
Trusts & Guarantee Company having been or- 
ganized in 1897 and the Union in 1901. Total 
assets under the administration of the former 
have grown by nearly seventeen millions in 
the past fifteen years to a total of $43,110,841, 
while the Union Trust reported total assets 
of $18,132,407 as of December 31, 1932. 

The Trusts & Guarantee Company is under 
the direction of James J. Warren as presi- 
dent and E. B. Stockdale as vice-president 
and manager, Mr. Stockdale continuing as 
chief executive officer, while C. D. Henderson, 
general manager of the Union Trust since 
1925, will also serve in an executive capacity. 
There will be no change in the operating or- 
ganization of the Trusts & Guarantee Com- 
pany, but the personnel of the Union Trust 
will be taken over to insure continuity of 
management and personal supervision of the 
accounts and customers of both institutions. 

Shareholders of the Union Trust Company 
will receive 6,000 fully-paid shares of the 
Trusts & Guarantee Company stock and all 
depositor obligations of the former will be 
assumed. 


Announcement has been made that the 
Prudential Trust Company of Montreal, Can- 
ada, will apply to the next session of the Do- 
minion parliament for an act to reduce the 
authorized capital of the company from 
$2,000,000 to $1,000,0000, by reducing the par 
value of each share from $20 to $10. 


J. Wachenheimer has resigned the presi- 
dency of the Commercial Merchants National 
Bank & Trust Company, Peoria, Ill. Judge 
George T. Page was elected president to suc- 
ceed Mr. Wachenheimer and the latter was 
made chairman of the board. 
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SUCCESSION DUTY ACT 


Holding that the Succession Duty Act of 
British Columbia, Canada, imposes an indi- 
rect tax, Justice D. A. McDonald declared 
the statute ultra vires in a judgment handed 
down in Supreme Court at Vancouver re- 
eently. It was held that no property belong- 
ing to the estate of the late Oscar Promis, 
who died in California seven years ago, is 
liable to succession duty. 

The matter came before him in petitions 
by the executors of the estates of Oscar 
Promis and sister, the late Sophie Promis 
Frank, which had been assessed succession 
duties of $623 and $524 respectively. 

Validity was questioned on the same 
grounds as those raised in a recent case in 
Alberta and the statutes involved, on the 
point raised, march together. In the Alberta 
ease the Privy Council held that the Alberta 
Succession Duty Act made the executor or 
administrator liable for payment of the duty 
and therefore the tax was indirect. 

While not in identical terms, Mr. Justice 
McDonald has found that the British Colum- 
bia statute does contain the same provision 
as the Alberta act in this regard and that 
therefore the decision of the Privy Council 
applies in British Columbia. 

During the litigation but without affecting 
it, the Alberta legislature amended the Suc- 
cession Duty Act by removing any personal 
liability on the executor for death duties. 


William A. Gray, formerly of Lincoln, Neb., 
has been named executive vice-president of 
the First National Bank at Albert Lea, Minn. 

Fred J. Fisher and Charles T. Fisher, vice- 
presidents of General Motors Corporation, 
have been elected directors of the National 
Bank of Detroit to sueceed Frank Couzens, 
mayor-elect of Detroit, and to fill a vacancy. 


Harold V. Bull, cashier of the First Na- 
tional Bank at Mason City, Ia., for the past 
five years, has been elected cashier and a 
director of the National Citizens Bank at 
Mankato, Minn. 


The new Oshkosh National Bank of Osh- 
kosh, Wis., opened for business recently, with 
Arthur C. Kingston, as president. O. J. 
Hardy is chairman of the board; A. A. Abra- 
ham and Dr. C. J. Combs, vice-presidents. 


The Lincoln National Bank & Trust Com- 
pany of Fort Wayne, Indiana, has acquired 
the East Side State Bank and the North 
Side State Bank as branches. 
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U. S. INTEREST IN CANADA 


Financial and trade relations of two coun- 
tries outlined by Minister of Finance 


America’s stake in Canada’s welfare was 
clearly outlined by E. N. Rhodes, Canadian 
Minister of Finance, in an address before the 
Association of Life Insurance Presidents held 
in New York City, December 12th. 

Mr. Rhodes referred to the Dominion Bu- 
reau of Statistics as his authority for the 
stutement that the investment by United 
States citizens in Canada amounts in round 
figures to four thousand million dollars. 

“That represents,” Mr. Rhodes said, “an 
increase from less than three thousand mil- 
lions in 1924, Canada, on the other hand, has 
an estimated investment in your country of 
over one billion dollars. It follows that apart 
from our neighborly regard for each other, 
you have a very real interest in our economic 
well-being, as we also have in yours. And yet 
one sometimes questions whether the people 
of your great country fully appreciate what 
it means to Canada to be your debtor on the 
huge scale just mentioned, 

“This investment, according to the same 
statistical authority, obligated us to send you 
in 1932 a total of $160,000,000 in interest 
and dividend payments. Against this, it is 
true, there was an offset of $35,000,000 re- 
ceived in the form of interest and dividends 
from you. But the net balance of $125,000,000 
in your favor, and a somewhat similar 
amount during the past year, has been ag- 
gravated by a substantial premium on ex- 
change. 

“As you know, in recent years we have had 
to meet our fixed interest obligations in New 
York by purchasing United States currency 
and paying therefor a premium of as high at 
times as 24 per cent. 

“But that is not all. During the last three 
years we have had obligations maturing in 
your markets which, because of investment 
conditions here, we have had to pay off on 
the due date, tinding domestic funds with 
which to meet both the principal amount and 
the prevailing exchange premium. In 1932, 
for instance, our domestic market had to as- 
sume the burden of such maturities in the 
net amount of $55,000,000. 

“Nor has our task been made lighter by the 
prevailing trend of our mutual trade. During 
the peak year (the twelve months ending 
September 30, 1929) Canada purchased from 
the United States goods to the value of $894,- 
907,201, and sold to the United States goods 
valued at $521,079,221, or a balance in favor 
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of the United States of $3873,827,960, This 
would be a substantial sum if it represented 
the unequal balance of trade between coun- 
tries of approximately equal wealth and pop- 
ulation with no adverse balance in borrow- 
ings or investments. 

“But, when one considers that according to 
the last available census figures, the popula- 
tion of the United States is 123,191,000 and 
that of Canada 10,376,788, and that Canada 
has yearly to meet fixed interest charges of 
not less than $160,000,000 as well, it will be 
observed that our task is indeed formidable. 

“The disparity of our trade figures is the 
more apparent when considered on a per cap- 
ita basis. In the year referred to, the United 
States citizen made purchases amounting to 
$4.24, whilst the Canadian citizen purchased 
from the United States goods to the value of 
$86.88; nor has the relative position materi- 
ally altered with the greatly diminished 
trade of recent years. 

“For the year ending September 30, 1933, 
Canada’s purchases from the United States 
sunounted to $211,000,000 and her sales were 
$156,026,542, or $1.27 for each citizen of the 
United States, and $20.48 for each Canadian. 

“We may, therefore, I trust, be forgiven 
if we feel pride in the knowledge that under 
most adverse conditions we have met our 
obligations in full on the due date, and if we 
believe that we are entitled to be regarded 
not only as ‘good neighbors,’ but as valuable 
ones as well. A debtor country has, I assume, 
the right to expect not only that its current 
interest payments can be met in the form of 
export of goods, but also that no undue 
difficulties will be placed by the creditor 
country in the way of refunding at least a 
substantial proportion of its maturing capi- 
tal obligations.” 


N. E. D. Gilmore, assistant cashier of the 
First National Bank at Cooperstown, N. Y., 
has been elected cashier, succeeding H. H. 
Willsey, who resigned to become cashier of 
the Otsego County National Bank at Cherry 
Valley, N. Y. 


A. R. Le Roy has been made executive 
vice-president of the Oak Park Trust & Sav- 
ings Bank, Oak Park, Ill. He was formerly 
manager of the Los Angeles Loan Agency 
for the Reconstruction Finance Corporation. 


The Hibernia National Bank, New Orleans, 
have promoted Wilbur W. Pope from the 
position of assistant cashier to assistant vice- 
president. 
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ADDRESSES AND DIscussION RELATING TO 
FEDERAL SECURITIES ACT AND ACCOUNTING 
REQUIREMENTS UNDER NATIONAL INDUS- 
TRIAL Recovery Act, Presented before 
eleventh annual fall conference of The 
New York State Society of Certified Pub- 
lic Accountants held at New York City, 
October 30, 1933. Published by the So- 
ciety, 30 Broad street, New York City. 84 
pages; 35 cents. 


The foreword of this publication by the 
New York State Society of Certified Public 
Accountants reads: 

“Interest displayed in the discussions at 
the eleventh annual fall conference of The 
New York State Society of Certified Public 
Accountants was so great and inquiries so 
numerous that it has been felt desirable to 
issue at this time (instead of waiting for the 
January issue of the Bulletin) a record of 
the principal addresses on the Federal Se- 
eurities Act and on accounting requirements 
under the N. I. R. A., together with the re- 
lated discussion. 

“In studying this record, it should be borne 
in mind, of course, that the principal ad- 
dresses dealt with many controversial points 
and that the incidental discussion thereon 
was not intended to be, and being extem- 
poraneous could not be, a complete presenta- 
tion of the subjects from the accountant’s 
viewpoint.” 


The Rhode Island Hospital Trust Com- 
pany, Providence, R. I., plans to segregate 
its trust business from its commercial bank- 
ing business. It is now organizing a new 
national bank to be known as the Rhode 
Island Hospital National Bank with capita: 
and surplus of $5,000,000. All the stock of this 
new bank except directors qualifying shares, 
will be owned by the trust company. The 
new bank will be a member of the Federal 
Reserve System and will carry on all of the 
commercial and foreign business now being 
transacted by the Rhode Island Hospital 
Trust Company. The trust company itself 
will withdraw from the Federal Reserve 
System. 

Harlan 8S. Seott, one of the organizers of 
the Wilmington Trust Company, Wilmington, 
Del., died in Baltimore, Md., recently at the 
age of seventy-seven. 

A charter has been issued to the First Na- 
tional Bank in Albuquerque, N. M., with capi- 
tal of $500,000, to succeed the First National 
Bank of Albuquerque. C. W. Carson, Jr., is 
president, 


In line with the tendency to more fully in- 
form the public as to banking activities and 
to call attention to the essential nature of 
banking services, The Bank of the Manhat- 
tan Company of New York has published in- 
teresting details of its operations, and has 
ealled attention to important financial prob- 
lems affecting its stockholders and clients. 
Details of salaries and officers’ compensation, 
real estate holdings, employee stock owner- 
ship and German credits of the bank are in- 
cluded, and attention is called to the need for 
assurance of a sound monetary policy. In 
outlining the working of the permanent de- 
posit insurance plan the report comments 
that, “Unless the law is changed, an un- 
happy choice confronts your company, for 
either it must subscribe to the Federal De- 
posit Insurance Corporation, or withdraw 
from the Federal Reserve System.” 


An increase of surplus of the Real Estate 
Trust Company of Philadelphia from $2,000,- 
000 to $3,500,000 was approved by stock- 
holders recently. Capital stock of the com- 
pany will be reduced from $3,000,000 to $1,- 
500,000 through reduction in the par value 
of shares from $100 to $50. 

Thomas A. Bracken, Jr., formerly assistant 
trust officer of the real estate Trust Com- 
pany at Philadelphia, Pa., has been elected 
trust officer. John A. McCarthy, executive 
vice-president and former trust officer, con- 
tinues as executive vice-president. 


George W. Reily, president of the Harris- 
burg Trust Company, Harrisburg, Pa. has 
been re-elected a Class A director of the 
Federal Reserve Bank of Philadelphia, for a 
term of three years from January 1, 1934. 
Mr. Reily, former president of the Pennsyl- 
vania Bankers’ Association, has served as a 
director for a period of six years. 


The provision of a bill in the Pennsylvania 
legislature, which sought to permit establish- 
ment of branch banks within fifty miles of 
the location of the principal office of the in- 
stitution, was defeated in committee hearings. 


“Have You Made a Will?’ was the title 
of the address recently given before the Day- 
ton, O., association of Life Underwriters by 
C. Vivian Anderson, Cincinnati, O., presi- 
dent of the National Association of Life 
Underwriters. Mr. Anderson also addressed 
the Columbus, O., association on December 
21st. 


EYER RL OM AL a I LEME VINDE: Mtoe 





REE BOR He NM eR Senay ied 


TRUST COMPANIES 685 


BAR CONTROVERSY TEST 


California trust companies and bankers’ as- 
sociations backing Security-First National 


The perennial controversy between some of 
the bar associations and the trust companies 
as to What constitutes practice of the law has 
been resurrected in California in the form of 
a complaint for injunctive relief. The State 
Bar of California, in bringing this complaint 
before the Superior Court of the State of 
California for the County of Los Angeles, 
dwells in considerable detail on the proce- 
dure incidental to drafting of instruments to 
safeguard property held in a fiduciary capac- 
ity. The Security-First National Bank of Los 
Angeles is named as defendant in this test 
case and is receiving the unanimous cooper- 
ation of other local trust companies and of 
the California Bankers Association, 

Exception is taken by the complainant to 
the appearance of the bank, by agents, be- 
fore the Superior Courts to present reports 
of transactions as executor, administrator 
and trustee. The Bar Association also alleges 
that advice and counsel to third parties as to 
the effects of the various laws of conveyanc- 
ing, taxation and testamentary practices, con- 
stitutes intrusion into the eminent domain of 
the members of the Bar Association as indi- 
viduals. Criticism is launched at the activi- 
ties of trust companies in estate planning and 
in submission to prospective testators or trus- 
tors of representative clauses for wills and 
trusts. 

The complaint apparently fails to distin- 
guish purely business technique and advice 
relating to contracts such as living trusts or 
to features governing the workability of tes- 
tamentary provisions. 

Detailed recitations are made as to the va- 
rious services performed for fiduciary clients 
With respect to provisions for distribution 
and conservation of their property under liv- 
ing trusts and insurance trusts. Drafting of 
instruments creating real estate subdivision 
trusts and deeds of trust and of escrow in- 
structions, are alleged to be practice of the 
law by the defendant. Further criticism is 
made of the trustee in suggesting, for incor- 
poration in instruments of discretionary 
powers as to investment and determination 
and use of principal. 

A law, drafted along similar lines which 
Was passed at the instigation of a bloc of 
lawyers in the California legislature in 1922, 
was defeated by a vote of more than three to 
one when taken to the people on referendum. 
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With the merger this month of the Harris 
Forbes Trust Company and the Union Trust 
Company, under the latter title, two of Bos- 
ton’s youngest and fast-growing trust insti- 
tutions were combined. The new company 
will remain under the direction of Charles 
Francis Adams, former Secretary of the 
Navy under President Hoover, as president. 
The Union Trust was organized in 1927 and 
the. Harris Forbes Trust in 1929, both with 
capital of $500,000 and records of constant 
increases of commercial and trust assets. 

The Union Trust Company will specialize 
in the administration of estates and trusts, 
with enlarged facilities and experienced per- 
sonnel under the management of Sheridan J. 
Thorup as vice-president and trust officer. 
Mr. Thorup had held a similar position with 
the Harris Forbes Trust Company following 
his association with the Boston Safe Deposit 
& Trust Company. He is a member of the 
bar, and of the Boston Life Insurance Trust 
Council, Other officers of the new trust com- 
pany are: William H. Hill, vice-president ; 
Vincent Farnsworth and Norman W. Hall, 
trust officers, and Elliott Gerrish, assistant 
trust officer; William H. Oedel, treasurer; 
and Stewart G. Orr, secretary. 
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BANK AND TRUST COMPANY ADVERTISEMENTS 
Cumulative Index, Volume LVII (July-December, |933) 


ALABAMA 
Birmingham 
Birmingham Trust & Savings Company 
56, 191, 292, 460, 520, 652 


CALIFORNIA 
Los Angeles 
California Trust Company 
43, 204, 261, 423, 523, 629 
Citizens National Trust & Savings Bank 
157 
Security-First National Bank 
91, 151, 319, 417, 495, 655 
Union Bank & Trust Company 


San Diego 
First National Trust & Savings Bank 


Union Trust Company of San Diego 


San Francisco 


American Trust Company 
309 
Bank of America N. T. & S. A. 
95, 195, 314, 405, 535, 657 


Crocker First Federal Trust Comp: 
145, , 649 


CONNECTICUT 
Hartford 


Hartford National Bank & Trust Company 
$21 


DELAWARE 
Wilmington 
Wilmington Trust Company 


DISTRICT OF COLUMBIA 


Washington 
American Security & Trust Company 
77, 194, 333, 439, 548, 668 
Union Trust Company 
54, 164, 329, 419 


Washington Loan & Trust Company 
60, 163, 278, 398, 488, 628 


ILLINOIS 
Chicago 
Chicago Title & Trust Company 
85, 337, 427, 531 
City National Bank & Trust Company 
29, 155, 318, 4138, 533 
Continental Illinois National Bank & Trust 
Company 
62, 264, 395, 510 
First National Bank of Chicago 
7-v1, S-v1, 9-v1, 10-v1, 11-v1, 579 
Harris Trust & Savings Bank 
1S1, 10-vint, 666 
Northern Trust Company 
87, 148. 277. 302. 301, 43 


IOWA 
Des Moines 
Iowa-Des Moines National Bank & Trust 


Company 
330, 545 


MARYLAND 
Baltimore 
Maryland Trust Company 
76, 152, 276, 426, 5% 
Mercantile Trust Company 
53, 169, 328, 408, 508, 651 
Safe Deposit & Trust Company 
52, 146, 302, 394, 515, 65S 
Union Trust Company of Maryland 
631 


MASSACHUSETTS 
Boston 
Boston Safe Deposit & Trust Company 
61, 165, 9-vi1, 10-vi1, 11-x, 
National Shawmut Bank 
274, 
Old Colony Trust Company 
387, 503, 
State Street Trust Company 
111, 221, 351, 451, 562, 


MICHIGAN 
Detroit 


National Bank of Detroit 
148, 260, 393 
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MINNESOTA 
Minneapolis 
Midland National Bank 
298 
Minnesota Loan & Trust Company 
316 


MISSOURI 
Kansas City 


Commerce Trust Company 
SO, 166, 327, 440, 11-xI, INSIDE BACK COVER 


Viste a tease 


. St. Louis 

* Mercantile-Commerce Bank & Trust Com- 
e pany 

E 7-1, S-I, 9-1, 10-1, 11-1, 575 
é St. Louis Union Trust Company 

; 114, 225, 351, 463, 570, 678 
3 


NEW JERSEY 
Camden 


Camden Safe Deposit & Trust Company 
86, 315, 514 


Montclair 
Montclair Trust Company 
425 
Morristown 
Morristown Trust Company 
266 


Newark 


Fidelity Union Trust Company 


8S, 205, 9-vi1, 444, 530, 675 





Plainfield 


Plainfield Trust Company 
51, 315, 517 


NEW YORK 
Brooklyn 
Brooklyn Trust Company 
101, 160, 336, 10-xt1, 11-xI, 665 
Kings County Trust Company 
98, 208, 345, 443, 555, 6359 


| 


Buffalo 
Manufacturers & Traders Trust Company 
320 
New York 


Bank of New York & Trust Company 
32, 182, 270, 399, 504 
Bankers Trust Company 
7-11, S-11, 9-11, 10-11, 11-11, 576 
Central Hanover Bank & Trust Company 
7-Iv, S-Iv, 9-1v, 10-1v, 11-Iv, 578 
Chase National Bank 
40, 8-v, 257, 509 
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New York—Continued 


City Bank Farmers Trust Company 
25, 140, 251, 381, 485, 602 


Commercial National Bank & Trust Com- 
pany 
48 
Corporation Trust Company 
109, 176, 300, 416, 516, 638 
Empire Trust Company 
66, 187, 317, 418, 502, 630 
Fiduciary Trust Company 
39, 209, 299, 404, 506, 626 
Fulton Trust Company 
$4, 142, 282, 402, 500, 681 
Guaranty Trust Company 
7-v, 9-v, 10-v 
Manufacturers Trust Company 
82, 406 
Marine Midland Trust Company 
269 
New York Trust Company 
47, 388, 11-y 
Title Guarantee & Trust Company 
ALL INSIDE FRONT COVERS 
States Trust Company 
7-1, S-101, 9-111, 10-111, 11-111, 577 


United 


Syracuse 


First Trust & Deposit Company 


NORTH CAROLINA 
Winston-Salem 


Wachovia Bank & Trust Company 
ALL INSIDE BACK COVERS 


OHIO 


Cincinnati 


Fifth Third Union Trust Company 
SS, 184, 339, 409, 532, 659 


Cleveland 
Cleveland Trust Company 


69 
National City Bank 
263 
OKLAHOMA 
Tulsa 
First National Bank & Trust Company 
340 
OREGON 
Portland 
First National Bank 
338, 518 


United States National Bank 
171, 481, 635 
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PENNSYLVANIA 
Philadelphia 
Fidelity Philadelphia Trust Company 
7-vul, 8-vu, 9-1x, 10-1x, 11-vi1, 581 
Girard Trust Company 
T-vi, 8-vu, 9-x, 10-x, 11-vim1, 582 
Pennsylvania Company 
ALL BACK COVERS 
Philadelphia National Bank 
177, 400, 632 
Provident Trust Company 
57, 258, 490 
Real Estate Land Title & Trust Company 
ALL INSIDE FRONT COVERS 
Real Estate Trust Company 
103, 215, 347, 449, 5: 
Pittsburgh 
Commonwealth Trust Company 
432 
Fidelity Trust Company 
104, 174, 324, 461, 527, 669 
Peoples-Pittsburgh Trust Company 
90, 196, 291, 457, 522, 644 


RHODE ISLAND 
Providence 
Rhode Island Hospital Trust Company 
65, 323, 493 


VIRGINIA 
Richmond 
State-Planters Bank & Trust Company 
86, 280, 634 
Virginia Trust Company 
67, 208, 322, 488, 549, 647 


WASHINGTON 


Tacoma 


National Bank of Tacoma 


WISCONSIN 
Milwaukee 


First Wisconsin Trust Company 
64, 272, 496 


FOREIGN 


CANADA 
Toronto 
National Trust Company, Ltd. 
42, 154, 267, 386, 494, 622 
Toronto General Trusts Corporation 
50, 168, 273, 390, 521, 645 


CUBA 
Havana 


Trust Company of Cuba 
89, 194, 33: 


OTHER ADVERTISERS 


Ambassador Hotel 
American Express Company 


American Telephone & Telegraph Company 
158, 396, 612 


Burroughs Adding Machine Company 
26, 147, 252, 382, 486, 606 


Commerce Clearing House, Inc. 
INSIDE BACK COVERS AND 660 


General Motors Acceptance Corporation 
283, 445, 547, 657 


John Hancock Mutual Life Insurance Com- 
pany 
73, 185, 281, 453, 497, 673 
Mayflower Hotel 
102, 201 
Polk's Bankers Encyclopedia Company 
422 
Prudential Insurance Company of America 
385, 489, 515, 671 
Purse Company, The 
403, 515 
State of New York, Comptroller of 
10-x1I 


York Safe & Lock Company 
58 
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INDEX 


Cumulative — November and December issues 


Note: Many items of current interest are omitted, the intent being to limit the index 
to facts and opinions having reference value. In future issues, if space will permit, 
each published Index will be cumulative by volumes (beginning January and July). 


December issue, pages 575-694 
November issue, pages 467-574 


ACCOUNTING: 

Court— 
Asset increases and decreases—491 
Cash schedules—principal and income—492 
Commissions claimed schedule—492 
Disbursements schedule—492 
Income statement—491 
Instructions request—494 
Inventory—491 
Investments schedule—492 
Schedules—Order of—491 
Supplemental account—497 
Summary statements—492 
Tax allocation schedule—493 

See also AMERICAN Institute of Accountants 


ADVERTISING: 
See PUBLICITY 
ADMINISTRATOR: 
See Fiduciary 
AMERICAN Acceptance Council: 


Annual meeting Dee. 7. List of officers, 
directors, executive committee—637 


AMERICAN Bankers Association: 
Convention—1934—Oct. 22-25 at Washing- 
ton—489 
Committee on changes in Bank law mem- 
bers-at-large named—527 
Savings Division— ‘ 
Eastern savings conference to be held New 
York City Jan. 25-26, 1934—677 
Reports of savings deposits as of June 30, 
1933—610 
Trust Division— 
See Corporate 
Trust Division 


Fiduciary Association— 


AMERICAN Institute of Accountants: 


Addresses and discussions relating to Fed- 
eral Securities Act and accounting re- 
quirements under N. R. A. presented be- 
fore annual conference of New York 
State Society of C. P. A.s published—684 

Standard form of bank confirmation de- 
vised for auditors—550 

Recognizes active participation in 
affairs as part of professional 
sibility—Special committee 
names listed—658 


AMERICAN Institute of Banking: 


Convention—June, 1934— 
Committee appointed—548 


New York Chapter— 

Bankers Forum, addressed by F. M. Law 
Dec. 12. Conflicting views of inflation di- 
gested—639-640 

Philadelphia Chapter— 

Banking legislation, past, present and fu- 

ture, subject of lecture series—560 
Washington, D. C., Chapter— 

“Current Economics Problems” a new 
study course—open to bank directors, 
officials and A. I. B. graduates—631 


public 
respon- 
appointed, 


AVERILL, Ernest L.: 


Opinion, as Deputy Atty. Gen. of Conn., on 
participation of state banks and trust 
cos. in Federal Deposit Ins. plan and 
membership in Fed. Reserve System— 
519-524 


BANES and Banking ([tems of general bear- 
ing only): 
Affiliates 
First Security (¢ 
solution of—55 
Canada— 
Central Bank recommended by Royal Com- 
mission—544-545 
Federal Deposit Insurance— 
See Insurance—Fed. Dep. 
Miscellaneous— 
Legality of President’s 
banks sustained—539 
Number of corporate fiduciaries in Illinois 
—569 
Standard form of bank confirmation for 
auditors devised—550 
“What Is Underlying Cause of Bank Fail- 
ures?” by James G. Smith—607-610 
National— 
Number having fiduciary powers—473 
Penna. ruling on liability for State funds 
on deposit under conservators—560 
Reopenings—Status of—551 
State— 
New York—Capital note form adopted—555 
Penna. Official may serve as director of 
another supervised institution if office 
not gainful—559 
Savings Banks— 
Savings Banks Trust Co. opened—Mutual 
institutions of N. Y. State subscribe for 
capital debentures—556 


BARELEY, E. C.: 


Address — Annual 
Texas—627-628 


BIXBY, R. &.: 
Article by—667-668 


BODEN, John: 
Address at Pacific Coast 
trust conference—572 


BOOKS and Brochures: 


“A Bank’s Relations with Its Customers” 
issued by The Guaranty Trust Co. N.Y.C. 
—636 

“Anti-Depression Legislation’”— American 
Institute of Banking—679 

Bank literature on inflation—553 

“Canadian Bonds and Newfoundland Is- 
sues” condensed summary—issued by 
The First of Boston Corporation of Mas- 
sachusetts—677 

Financial Handbook, second edition—Rob- 
ert H. Montgomery, editor—668 

“Keeping Purchasing Power Intact” by 
Clinton Davidson—677 


Y.—Proposed dis- 
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q 
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TRUST COMPANIES 


TOPICAL INDEX—Continue 


Books and Brochures—Continued 

“Proceedings Eleventh Pacific Coast and 
Rocky Mountain States Trust Confer- 
ence’—San Francisco, Oct. 26-27—pub- 
lished by Trust Division, A. B. A.—634 

Report of The Irving Trust Co. N. <« Ee 
of their administration as receiver and 
trustee in bankruptcy—636 

“Sell-and-Switch’” method of stock vend- 
ing—Better Business Bureau of New 
York—679 

Summary of laws New England States 
regulating investment in municipal 
bonds—67 5 

Synopsis of Ohio ten-mill tax limitation— 
642 

“The Economics of Recovery” by Leonard 
P. Ayres—642 

“The Practical Impossibility of a Com- 
modity Dollar’ by Benjamin M. Ander- 
son, Jr. Ph.D. The Chase Economic Bul- 
letin—640-641 

The Tax Racket—Ray E. Untereiner—550 

“What a Trust Can Do’—new booklet 
State Street Trust Company Boston—562 


CANADA: 
See BANKS and Banking—Canada 
See also INVESTMENTS 


CHRISTMAS Clubs: 
1933 distribution estimated—527 


CORPORATE Fiduciary Associations (Includ- 
ing trust divisions of local, state and 
national organizations): 


District of Columbia— 
Piduciaries Section D. of C. B. A. 
Active committees — standardization, 
taxation, trust law and legislation, life 
insurance trusts, names of members of 
each announced 631 


Georgia— 
Piduciaries division G. B. A. 

Trust Officers convention at Atlanta, 
Nov. 24-25—622-625 

“Four-Square Planned Trust Program” 
Outlined by Leo S. Trimble—622-623 

Legislative program by J. C. Shelor— 
623-624 

Promotional activities by Jack B. Key— 
624 

Work of administrative division—Wal- 
ter S. Cothran—624 

Cooperative efforts—broad field open for 
educating public—Gordon L. Groover 
—625 


Maine— 
Corporate Fiduciary of Maine 
Report of annual meeting—list of offi- 
cers elected—number of members—630 


Massachusetts— 
Boston: ; 
Program of meetings—542 


Miscellaneous— 
Directory of trust associations issued— 
541 
Pacific Coast trust conference—Fee res- 
olution—542 


Missouri— 
St. Louis 
Report of Nov. 27 meeting—620-622 
New Jersey— 
Committee on Trust Matters, N. J., B. A. 
Program for mid-winter conference 
Trenton, Jan. 18-19, 1934—625-626 
Bergen County Asso. 
Members Code Comm.—629 


New York— 
New York City association 
Urge fixed money standard in wire to 
President Roosevelt—629 


December Issue, pages 575-694 
November Issue, pages 467-574 


Corporate Fiduciary Associations—Continued 
Western N. Y. Fiduciaries Asso.: 
executive Comm. considering presenta- 
tation of new bill for removal of dis- 
tinction between wills and revocable 
trust agreements in application of N. 
Y. laws which limit period of dura- 
tion of trusts—633 
Pacific Coast and Rocky Mountain States 
Trust Conference— 
Boden, John—Excerpts from address—572 
IXdmonds, H. O.—address—505-508 
Emms, W. S.—address—546 
Godsave, Alfred V.—comments—547 
Mund, Leo—address—511-518 
Roseberry, L. H.—remarks—571 
Printed proceedings issued—634 


Pennsylvania— 

Trust Company Section, P. B. A.: 
Annual conference arrangements—541 
Report of annual conference—held at 

Harrisburg Dec. 8—Progress of Comm. 
working with Barr Comm. Their pro- 
gram outlined—code provisions adopt- 
ed—619-620 


Philadelphia: 

Departure from fixed currency standard 
will be disastrous—letter to President 
Roosevelt—629 

November meeting—542 


Texas— 
Trust Section T. B. A. 
Twelfth annual meeting Nov. 24-25 held 
at Ft. Worth—report of—626-628 
Trust Division A. B. A.— 
Mid-Winter Trust Conference 
Fifteenth annual conference New York 
City—Feb. 13-15, 1934. Annual ban- 
quet Feb. 15—621 


CORPUS: 
See Principal 


COURT: 
Decisions— 

Assignments of trust income—interest- 
ing New York case—647 

“Divide and Pay Over” rule explained— 
643 

a ate United States Supreme Court 
—47 

Excerpts from Frankenthaler decisions in 
guaranteed mortgage controversy—Cen- 
tral Hanover Bank & Tr. Co.; City Bank 
Farmers’ Tr. Co.; and Steuer-Namerov; 
cases—663-665 

Fiduciary held not liable for shrinkage 
of estate. Ill. case—opinion in full— 
648-652 

Foreclosure sale price may not establish 
value—New Jersey case—546 

Income tax refunds ordered in test case 
which involved profit in exchange of 
stocks—6 46 

Iowa Law on trust investments example 
of ill-conceived legislation—538 

Law Protecting mortgagors in foreclos- 
ure proceedings upset by New Jersey’s 
highest tribunal—647 

Legality of President’s action in closing 
banks sustained—539 

Mutual will—in absence of contract, sub- 
ject to revocation by one party—646 

Power of attorney does not create a trust 
inter vivos—644-645 

Priority of trust funds in insolvent banks 
upheld in T1l.—644 

Promise to marry—held inadequate con- 
sideration for transfer of property—be- 
quest is subject to tax—645-646 

Powers of Apportionment—Taxability of— 
Citation of laws and cases—617-618 
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TRUST COMPANIES 


TOPICAL INDEX—Continue 


Court Decisions—Continued 

Right granted Pennsylvania to sue Ar- 
kansas on bonds—560 

Sharp judicial disagreement on investment 
cases—590-591 

Taxes and rights of legatees when es- 
tate is insufficient to bequests—643 

Taxing income to grantor of irrevocable 
life insurance trust held constitutional 
by United States Supreme Court—525 

See also Accounting 


CURRENCY: 

Bank literature on inflation—553 

Boston Chamber of Commerce urges stabi- 
lization—563 

Chicago business men form ‘‘Committee on 
Monetary Policy’’—568 

“Dilemma of Trustee in Investment of 
Trust Funds’’—a protest against mone- 
tary uncertainty—620-622 

Digest of conflicting views on _ inflation 
made by F. M. Law, pres. Am. Bkrs. 
Asso. in address before Bankers Forum 
N. Y. C.—639-640 

“Dollar Devaluation and Its Effects” by 
W.H. Steinerand Oscar Lasdon—499-502 

Fixed Money Standard—urged by corpo- 
rate fiduciary assos. New York City and 
Philadelphia asso. send messages to 
President Roosevelt—629 

“Inflation and Stabilization” by E. W. 
Kemmerer—487-489 

“Monetary Policies and the Price Level 
Complex” by Edmund Platt—475-478 

New York State Chamber of Commerce 
distributes resolutions demanding sound 
money—553 

“The Practical Impossibility of a Com- 
modity Dollar’? address by Benjamin M. 
Anderson, Jr., Ph.D. before The Round 
Table, St. Louis, Mo., Dee. 12—640-641 


DEED of Trust: 
See Mortgages, Trusts—Living 


DEVISEES: 
See Legatees 


DODGE, Chester J.: 
Article by—491-497 


EDMOND, Franklin S.: 
Remarks Re taxes—642 


EDMONDS, H. O.: 
Address—Pacific Coast and Rocky Moun- 
tain States trust conference—505-508 


EMMS, W. S.: 
ao at Pacific Coast trust conference 
—54 


EVANS, Earle W.: 


Excerpts from address joint dinner 
Chicago and Ill. Bar Asso.—634 


EDITORIALS: 

“Capital Punishment’’—592 

Congress Session May Be Crucial—Atti- 
tude of Members More Significant than 
Actual Legislative Program—586 

Changing Concepts in Trust Fund Invest- 
ments—5 89 

Credit versus currency expansion—469 

Discrimination in Taxation of Investment 
Income—590 

Economic Laws and hasty legislation—474 

Extending insurance coverage to trustee 
by endorsement—470 

Integrity—Record of Corporate Fiduciary 
rhea Justifies Increasing Confidence— 


Modification of Securities Act Seems Prob- 
able—592 


December Issue, pages 575-694 
November Issue, pages 467-574 


Editorials—Continued 

Negotiations with Russia—474 

Real Significance of Federal Deposit In- 
surance—470 

Safeguards in acceptance of living trust 
accounts—471 

Sequence of events at the Treasury—468 

Sharp Judicial Disagreement on _ Invest- 
ment Cases—590 

The Constitution and the new deal—472 

Trust Activities of national banks—473 

Trust Funds and Federal Deposit Insur- 
ance—591 

Urgency of a definite monetary policy—46T7 


EXECUTOR: 
See Fiduciary 


FEES: 
See Trust-Fees 


Income— 
Income payments in mortgage foreclosure 
made on safe estimates—484 
Allocation of mortgage foreclosure pro- 
ceeds of sale—484 


FIDUCIARY: 

(Executor — Administrator — Guardian — 
Trustee) 

Fiduciary held not liable for shrinkage of 
estate—recent Ill. case of The First Na- 
tional Bank of Chicago executor—Court’s 
opinion in full—648-652 

Entitled to indemnity in tort cases if 
without personal fault—514 

Liable for torts in individual capacity—512 

Not entitled to indemnity if negligent in 
tort cases—512 

“What I Expect of My Trustee” by John 
B. Kennedy—593-596 


PINANCIAL Advertisers Association: 
New York— 
Association elects officers and directors 
for 1934 names listed—677 


FOREIGN Bondholders Protective Council: 
New administration—sponsored organiza- 
tion completed Dec. 18—objectives out- 
lined—names of officers, executive com- 
mittee and directors listed—680 


FRANKENTHALER, Alfred: 


Excerpts from decisions in N. Y. guaran- 
teed mortgage controversy—663-665 


GODSAVE, Alfred V.: 
Comment on securities act—547 


GUARDIAN: 
See Fiduciary 
GUARDIANSHIPS: 
An allowance for support order of inter- 


est, in large estates of minors’ matters 
—638 


HEREFORD, Frank M.: 


Letter to director contrasting trust dept. 
with individual fiduciaries—656-658 


INSURANCE: 
Federal Deposit— 
Bankers Trust Co. N. Y. C. sends letter to 
stockholder re Fed. Dep. Inc.—636 
Cost of—Basis for estimate—540 
Connecticut opinion as to liability of State 
banks and trust companies under plan— 
519 
Supervisors appointed to assist liquidation 
work—551 
Trust funds and Fed. Dep. Inc.—591 
Liability— 
Extending insurance coverage to trustee 
by endorsement—470 
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TOPICAL INDEX—Continued 
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Insurance—Continued 

“Liability Insurance for Protection of Fi- 
duciaries”’ by Leo Mund—511-518 

Policy Riders require extreme care—517 

Policy Standardization needed—518 

Life— 

The American College of Life Underwrit- 
ers study course for degree of C. L. U. 
popular—objectives of college, activities 
past five years, and local chapters of 
Cc. L. U. reviewed—670-671 

Life underwriters plan defensive campaign 
to meet unjustified attacks—672 

Life insurance new business report Jan.- 
Nov. 1933—672 

Life policy distributions for 1933 esti- 
mated—673 

Per capita life insurance carried by Cana- 
dians—policy report—674 

Status of income of irrevocable life in- 
surance trust—525 

Miscellaneous— 

Basis for valuation of security holdings 
established by National Convention of 
Insurance Commissioners Dec. 5th—671 

Fire insurance decision of interest to all 
policy holders—673 


INVESTMENTS: 


“Canadian Bonds and Newfoundland Is- 
sues” condensed summary issued by the 
First Boston Corporation of Mass.—677 

“Dilemma of Trustee in Investment of 
Trust Funds” address by C. Alison 
Scully—620-622 

Fiduciary held not liable for shrinkage of 
estate, recent Ill. case—opinion in full— 
648-652 

Foreign Bondholders Protective Council, 
Inc. complete organization, objectives ex- 
plained—names of officers, executive 
committee and directors listed—680 

Home Owners Loan Corp. bonds—Diver- 
—_ of as to whether legal investment— 

Home Owners Loan Bonds—Nat’l distrib- 
uting group formed to arrange stable 
market for 18-yr. 4’s—names listed—605 

Legal list—New York—additions and re- 
movals—674 

Municipal legals New England States sum- 
mary of laws of—675 

Railroad securities committee, I. B. A., re- 
port—529-535 

Penn. voters approve amendment to define 
investments for trust funds—542 

“Should Low Priced Bonds Be Sold or 
Held” by Albert W. Whittlesey—603-605 

Stock dividend record for Nov. shows larg- 
est number of resumptions since 1929— 
681 

“Trust Investments in the Present Era” 
address by E. C. Barkley—627-628 

U. S. interest in Canada financial and trade 
relations of two countries Outlined by 
E. N. Rhodes, Canadian Minister of Fi- 
nance—address before Association of 
Life Insurance Presidents, N. Y. C. Dec. 
12—683 

U. S. Supreme Court grants Penna. right 
to sue Arkansas—560 

Value of legal lists questioned by L. H. 
Roseberry—571 


IRREVOCABLE Trusts: 
See Trusts—Living 
JOUBNEAY, Albert: 
Article by—653-655 
EKAPPES, George L.: 
Article by 525-527 


KEMMERER, Edwin Walter: 
Article by—487-489 














KENNEDY, John B.: 
Article by—593-596 


LASDON, Oscar: 
Joint article with W. H. Steiner—499-502 


LAW, F. M.: 


Address—Bankers Forum New York Chap- 
ter A. I. B. Dec. 12—639-640 


LEGACIES: 
Payment of interest on—496 


LEGATEES: 

Loss should be borne by residuary lega- 
tees if they delay set-up of preliminary 
trusts—496 

Prorating of estate taxes—493 


LIABILITY Insurance: 
See Insurance 
LIFE Insurance: 


New Business report for October—i64 
See also Trusts—Life Insurance 


LIFE Tenant: 
See Trusts 


MISCELLANEOUS: 

Bar controversy test—California trust in- 
stitutions and bankers associations back- 
ing Security First National Bank of Los 
Angeles—685 

California Community Foundation annual 
meeting of advisory committee, report 
of work—635 

Leonia, N. J. Bank to aid taxpayers in 
—a of small amounts for taxes 
—655 

President Evans, Am. Bar Ass'n urges 
lawyers to drive “crooks” from legal 
profession—634 

Stock dividend record for Nov. shows larg- 
est number of resumptions since 1929— 
681 

Succession duty act of British Columbia, 
Canada, declared ultra vires—682 

U. S. interest in Canada financial and trade 
relations of two countries outlined by 
E. N. Rhodes, Canadian Minister of Fi- 
nance—address before Association of 
Life Insurance Presidents, N. Y. C. Dec. 
12—683 


MUNROE, William B.: 
Discusses work of philanthropic founda- 
tion—635 


MORTGAGES: 
Administration— 
Future handling based on experience with 
depressed real estate values—546 
New safeguards in deed of trust sales—571 
Recording fees reduced by new deed of 
trust form—573 








Foreclosure— : : t 
Administrative questions after foreclosure 
—483 
Course of action beyond partial foreclos- 
ure—482 


New Jersey law protecting mortgagors in 
foreclosure proceedings upset by the 
Court of Errors and Appeals—647 

Policy to foreclose demands individual so- 
lution of each case—484 

Proceeds of sale—what constitutes prin- 
cipal—484 

Proceeds of sale—allocation to principal 
and income account—484 

Where property is bought in by mortga- 
gee, credit must be given for fair actual 
value recent N. J. decision—646 
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TRUST COMPANIES 


TOPICAL INDEX—Continued 


Mortgages—Continued 
Guaranteed— 
a protecting investments in case of 
Guarantees—Releasing question of—479 
Guarantees—Releasing effects of —480 
Rehabilitation proceedings in title and 
mortgage—554 
Review of N. Y. guaranteed mortgage con- 
troversy—excerpts from Frankenthaler 
decisions in Central Hanover Bank & Tr. 
Co.; City Bank Farmers’ Tr. Co.; and 
Steuer-Nemerov; cases Lehman _ ap- 
pointment of investigator—663-665 
Trustees Problems in handling—479 
Home Loan— 
New rule on exemptions—536 
Participation Certificates— 
New New York law permits exchange for 
capital stock—483 . 
MUND, Leo: 
Address at Pacific Coast and Rocky Moun- 
tain trust conference—511 
NATIONAL Association of Real Estate Boards: 


Institute of Real Estate Management new- 
= organized—scope of work outlined— 
637 

Institute of Real Estate Appraisers elect 
60, out of 96 applicants, to membership, 
new by-law explained—660 


NATIONAL Banks: 
See Banks—National 


O’CONNELL, John F.: 
Decision in First Natl. Bk. of Chicago— 
Busby Case given in full—648-652 


PANTALEONI, G.: 
Article by—597-601 


PERRY, Walter: 


Letter from Connecticut Banking Commis- 
sioner to Attorney General Re Federal 
Deposit Insurance plan and membership 
in Federal Reserve System—519 


PLATT, Edmund: 
Article by—475-478 


PRELIMINARY Trusts: 
See Trusts—Testamentary 


PRINCIPAL: 
Mortgage foreclosure—what 
_ principal in—484 
See also Accounting—court 


PROBATE: 
Accounting— 
See Accounting—court 


Wills— 
See Wills 


PROFITT, Henry W.: 
Article by—479-484 


PUBLICITY: 
Bank— 
Buy in Montclair 
Miscellaneous— 
American Institute of Accountants recog- 
nizes active participation in public af- 
fairs as part of professional responsi- 
bility, special committee appointed—658 
Trust— 
Answers to frequent questions—letter to 
director contrasting trust dept. with in- 
dividual fiduciaries—656-658 


constitutes 


Program—540 


December Issue, pages 575-694 
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Publicity—cContinued 
“Trust Business Obtained by Advertising” 
results of persistent effort cited to il- 
lustrate opportunities now open to well 
equipped trust institutions—653-655 
“What a Trust Can Do” new booklet State 
Street Trust Company, Boston—562 


RECONSTRUCTION Finance Corporation: 
Capital note form adopted by New York 
State Banks—555 


REVOCABLE Trust: 
See Trusts—Living 


RHODES, E. N.: : 
Excerpt from address before Association 
of Life Insurance Presidents, New York 
City, Dec. 12—683 


ROSEBERRY, L. H.: 
Remarks—Pacific Coast and Rocky Moun- 
tain States Trust Conference—571 


RULINGS: 
(Including official and semi-official opinions) 

Home Owners Loan Corporation Bonds as 
Trust Investments—537 ; 

Home Mortgages new ruling Federal Trade * 
Commission on exemptions—536 

Internal Revenue Department Ruling— 
purchase and resale interest taxable— 
543 

Internal 
profits tax, 
program, in 
bonds—676 

Treasury Ruling—Bequest to _ trustees 
with direction to organize corporation 
for Educational Charitable or benevolent 
purposes—taxable—539 


SCULLY, C. Alison: 
Address St. Louis Corp. Fid. Asso. Sub- 
ject—“‘Dilemma of Trustee in Invest- 
ment of Trust Funds’—Nov. 27—620-622 


SECURITIES Act—1933: 

Fiduciaries cannot look to for protection 
in making investments—547 : 

Home. Mortgages—Federal Trade Commis- 
sion issues new rule on exemptions—536 

“Securities Act Defeats Its Own Purpose” 
distinction drawn between utilitarian 
and moral aspects—changes needed— 
suggestions made, criticism centers upon 
Sec. 11 by G. Pantaleoni—597-661 


SMITH, James G.: 
Article by—607-610 


STEINER, W. H.: 
Joint article with Oscar Lasdon—499-502 


TAX: 
Disputes— 

Canada Sues for death tax question of de- 
livery and situs of living trust—552 

i at procedure for settlement 
Oo — 

Court of Appeals, London, require Astor 
to pay full English tax on income re- 
ceived from U. S. where tax had already 
been paid—638 

Estate— 

Allocation legatees—devisees—4935 

Bequest to trustees with direction to or- 
ganize corporation for Educational, char- 
itable, benevolent purposes ruled tax- 
able—539 

seen tea held irrevocable—not taxable 

8 


revenue dept ruling re excess 
levied to finance N. R. A. 
relation to Government 


Prorating on property not received by fi- 
duciary—494 





TRUST COMPANIES 


TOPICAL INDEX—Continued 


Tax—Continued 
Taxability of powers of appointment dis- 
tinction between general and _ special 
powers—613-618 
Gift— 
Regulations No. 79 issued—543 
Revocable convertible custodian trust not 
subject to gift tax—but subject to Fed. 
Est. tax as a part of donor’s estate— 
655-656 
Income— 
Capital gains and losses movement ini- 
tiated by Merchants Association of New 
York to repeal—558 


Income tax refunds ordered 
which involved profit 
stocks—646 

Irrevocable life insurance trust status of 
for—525 

aoe and resale of interest taxable— 


in test case 
in exchange of 


= of drastic changes planned—641- 

4 

Ruling re excess profits tax, levied to fi- 
nance N. R. A. program, in relation to 
Government bonds—676 


Miscellaneous— 

Heavy taxes injurious remarks of Frank- 
ro S. Edmonds, pres. Nat’l Tax Ass’n— 

New Jersey law hits tax delinquents—675 

Promise to marry—held inadequate con- 
sideration for transfer of property be- 
quest is subject to tax—645-646 

Succession duty act of British Columbia, 
Canada, declared ultra vires—682 


Stock Transfer— 
State and Federal stamp requirements in 
general—537 


TESTAMENTARY Trusts: 
See Trusts—Testamentary 


THALENFELD, Henry: 

Article—613-618 

TRIMBLE, Lee S.: 

Outlined activities scheduled by Georgia 
trust men a “Four-Square Planned Trust 
Program’’—622-623 

TRUSTS: 
Charitable— 

Bequest to trustees with direction to or- 

Zanize corporation for Educational, char- 


itable or benevolent purposes ruled tax- 
able—539 


Created by Will— 
See Trusts—Testamentary 
Life Insurance— 
Estate liabilities can be met economically 
by—526 
Irrevocable for Income tax purposes—526 
Tax savings possible if instrument is 
properly arranged—526 
Taxing income to grantor of irrevocable 
held constitutional by United States Su- 
preme Court—525 
Living— 
Convertible 
Chemical 
655-656 
= trusts held irrevocable not taxable— 
478 
Delivery and situs involved in 
suit for death taxes—552 
Safeguards in acceptance—471 
Private— 
See Trusts—Living 
Testamentary— 
Administration problems—495 
Assets held in solido—495 
Interest on delayed legacy payments—497 


custodian trust offered by 
Bank & Trust Co. N. Y. C.— 


Canada 
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Trusts—Continued 
Preliminary—496 
Set up promptly after death recommend- 
ed—495 
“Taxability of Powers of Appointment” by 
Henry Thalenfeld—613-618 
TRUST Associations: 
See Corporate Fiduciary Associations 


TRUST Department: 
Operations— ; 
Advantages resulting from a review and 
study of—572 
Hearings in trust companies vault—550 


TRUST Companies: 
See Banks 


TRUST Conference: 
See Corporate Fiduciary Associations 


TRUST Corpus: 
See Principal 


TRUST Fees: 
Pacific Coast and Rocky Mountain States 
trust conference resolution re—542 


TRUST Income: 
See Income 


TRUST Investments: 
See Investments 


TRUSTEES: 
See Fiduciary 


WHITTLESEY, Albert W.: 
Article by—603-605 


WILLS: 


Assignments of income from trust—inter- 
esting New York case—647 

Mutual will—in absence of contract sub- 
ject to revocation by one party—646 

Perplexities due to lack of clarity in wills 
—illustrated—643 

Recent case shows importance of check- 
up on wills in order to see that they 
meet requirement of changes in assets— 
643 

Unnecessary Estate taxes may be avoided 
by noting distinction between general 
and special powers of appointment— 
613-618 


Drafting— 

Bequest to trustees with direction to or- 
ganize corporations for Educational, 
charitable or benevolent purpose ruled 
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Borrowing from Banks’ 
—is the title of a booklet recently issued by the. 
Wachovia for’ distribution among its depositors. . It 
contains a series of frank discussions about bank credit 


and explains what a customer may reasonably expect. of 
his bank. 


We shall be glad to mail a copy.to en ents ibe See vie we yee nap ee 


any banker who would like one. i WACHOVIA BANK AND TRUST CO. 


Pleast sind mea copy of "Borrowing 


WACHOVIA — 
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The expesiente gained by more than 
a century of conservative banking serv- 
ice qualifies this Company to act in 
every individual and corporate trust 

capacity. 
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